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CROP INSURANCE EXTENSION 





MAY 28, 1953 


House OF REPRESENTATIVES, 
COMMITTEE ON AGRICULTURE, 
Washington, D. C. 
i i tee met. pursuant to call, at 10 a. m. in room 1310 
I = flice ] 1MdIng Representative Andresen, presiding 
C] Representatives Andresen (presiding), Hill, Harvey, 
MelIntire, Golden, Harrison, Cooley, Poage, McMillan, 





A ethy, and ihompson 
ry 1] . 7. . 
} ANDRESEN the committee will come to order. Che com- 
4 4 - > ] ] . » 4 »1 71 - 
I vee buIS IMOTmMNne Wlil COnsIdel H R tiZil, & bill intr du 


luced by 


Congressman Hill of Colorado to amend the Federal Crop Insurance 





4 “4 . - 
he ¢ ments referred to are as follows 
H. R. 4211, 8 ( t 
‘ S e and House of Representatives e United States of 
, ‘ ,. Sy at x ) AOS 1) of ( Federal ( rop | rance 
70.8. C: 1508 imended as follows 
st g¢ out the fourth sentence and inserting in heu thereof ‘Beginning 
\ I | a irvest in 1954, crop Surance lay He I red ea veal 
‘ t 00 nt in addit to the number of « i vhich suc 
‘ f ffered in the preceding vear In determining the new counties 
irance is to be offered and the commodities to be insured, the 
sha ake into consideration the demand of farmers for such insurance 
t to Vv Ss nsurance is available to commercial producers of insured 
t and the anticipated risk of loss to the Corporation.’’ 

By striking out the period at the end of the next to the last sentence and 
insertin except that insurance may be provided for producers on farms 
situated in a local producing area bordering on a county with a crop-insurance 
; era 

I 4lf S3d ( Ist se 
A f loa } f e | er Crop Ins iT \ x for f irs tl 
i of bede I ( poration t xpa the croy am. it 4 ional 
( th 
Is¢ tL enacted ¢ the Senate and House of Re presentati es of the United States of 
America in Congress assembled, That the third proviso of section 508 (a) of the 


Federal Crop Insurance Act, as amended (7 U.S. C., sec. 1508 (a)), is amended 
bv striking out “and 1953” and inserting in lieu thereof ‘‘1953, 1954, 1955, 1956, 


ir. ANpRESEN. We have several witnesses here to testify. The 
first witness is Mr. C. B. Funderburk, Acting Manager, Federal Crop 
Insurance Corporation. I do not know whether you are still Manager, 
Mr. Funderburk, but I understand that you are the first witness to 


appear 
Will you be seated? 
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STATEMENT OF C. B. FUNDERBURK, REPRESENTING, FEDERAL 
CROP INSURANCE CORPORATION 


Mr. Funpersurk. Mr. Chairman,I am not Acting Manager. Mr 
C.S. Laidlaw was chosen as Manager and was sworn in by Secretary 
Benson on Monday | am a member of the Board of Direc tors and 
I am appearing this morning for the simple reason Mr. Laidlaw has 


had only 2 or 3 days with the Corporation and he has not had time 
i 


the top a vet, much less to secure much information 
the ¢ sraneatio 
I was in as kta Manager for only a few weeks myself. Mr 


enson asked me to come in and act as Manage and help him to 


Mir. ANDRESEN. Are you one of the directors of the Corporation? 
Mr. FunperBurK. Yes, I am 
Mr. ANprESEN. Where do you reside? 
Mr. FunpEeRBuRK. Atlanta, Ga 
Mr. ANDRESED We would be very glad to hear you 
\I By Dkt RK Via ( } irhasnn the positu i the id binist 
Lion th ve are in favo of H. 4 211 \' iin hat 4211 gives 
“ lic room for expnan nN Ss VW i Che val tratior has 
ot | | hye opportun f t} er ( hyo ind its Oo} ration 
tT TT xT } Lo be in anpD on to {ley L100 inV SUP StiONs Dou 
2) yr) 
Ve Hi pert = } il we ril even be ( l¢ ocaill s st) a 
) { ) Lps where we sho ld not be i l msequelntly WOuld 
to have some time to study the op Land the results ol tie 
eC! vil, »>aecer! l Wheclielr W houl »>eAD ‘) ho 
Ho ise bill 1211 permits us to expand e want to It is a per- 
missive bill which will pernilt us to expand to the extent of i100 co - 
tles per vear. It is open so that we can expand in those crops which 
ve think should be expanded, and not expand those which may be 
ilready close to the saturation plant 
That briefiv is our position 
Mr \NDRESEN I am sure that the committee would like to have 
some detailed information as a part of this record showing what has 
trans] =e and the results of the experiment at the time the law was 
changed ; | Mr. Geissler went in, and un to the present time 
Do you gi how manv vears ago it was since this experiment 
began” 


Mir. FunperrurK. Yes. The experiment began in 1938 and ran, 


I believe, for 5 years on a basis which, in effect, insured the farmer we 


will say, a profit. Congress ordered the Corporation liquidated in 
1944 after some very lisastrous experience it had Then it was 
reinstituted in 1945 and reorganized for the crop year 1948, and 


Congress laid down certain fundamental principles, and I will say 
very frankly, they were sound. The basis of the insurance from that 
time on was on the basis of the investment which is exactly what you 
insure on any other insurance program, you insure on the basis of your 
investment rather than on the basis of the proposed profit that you 
will make on it. 

I think it is a very sound basis. Also, the Corporation was limited 
to a certain number of counties each year and on a progressive scale, 
and it has continued to operate from that time through 1952, which 


are the last statistics we have, which is a 5-vear period. 


lic 
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The experience under this new basis has been relatively rood, 
There have, of course, been some crops in which experience was much 
better than in other crops. 

Mr. ANDRESEN. How many counties now have overall coverage? 

Mr. FunprersurK. There were 874 counties in coverage in the 1952 
program. I do not know the figures, they are not complete yet, for 
1953. There will be some expansion in 1953. 

Mr. ANprEsEN. Do you have a breakdown showing the counties 
and the results in each county? 

Mr. FuNDERBURK. Yes, sir. Those records are available, and we 
can place them in the record if you wish. 

Mr. Anpresen. I think it would be well to do so 

The data referred to are as follows: 


TABLE I Summary of county experience, 1948-62, crop insurance program 
Total Numt f ‘ g sg f 
num be 
I of 
un 0) 0 t t 0) 4 and 
0 19 49 t 49 
9 1.99 2.49 49 more 
I ‘ 4 2 
( ro) ) } ) 4 l l l 
x) ) 14 F 2 
AQ { 9 2 
l 4 29 ls 14 + 
KY 1 l 4 
\ at 134 ts 24 
I ] ] 
877 260 106 7 f 4 i i4 
{ cou es inc] 1 which have ¢ ) | r s | I 
t} ted t 


Mir. ANDRESEN. I am sure the committee recognizes that we have 
had at least 10 or 12 years of fairly good crops in this country and we 
have had in most areas an adequate supply of moisture and good 
weather, and relatively few crop failures 

Just what is the financial status of the Corporation at the present 
time on losses and surplus accumulations? 

Mr. Funpersurk. As of the end of the crop year 1952, there was 
in the reserves—and I might explain that the reserves are the residue 
of the premiums less the losses which have been paid out—slightly 
in excess of $2 million. The Corporation, of course, has $27 million 
capital which the Congress provided. So overall we have about 
$29 million, slightly over $29 million, for the crop vear 1952 

Mr. AnpreEsEN. Is that capital of $27 million money advanced 
from the Government? 

Mr. Funprersurk. It is money which is available from the Govern- 
ment. We have not actually drawn it yet, but it is available on draft 
from the Corporation 

Mr. ANDRESEN. Then over a period of 15 years the surplus shows 
as $2 million? 

Mr. Funpersurk. I do not know, Mr. Chairman, whether it would 
be proper to say over 15 years that you have that much. Certainly 
that is all we have in the reserve. I think we ought to differentiate 
between the first period of its operation in which it lost $73 million 
of its original $100 million capital. 
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Beginning with the period 1948 and continuing, we have accumu- 
lated a reserve of $2 million Some crops have reserves, wheat for 
instance, has a $5 million reserve, and some of the others have net 
losses, net deficits in the reserves. But the sum of all of them is 
about $2 million, slightly in excess of $2 million in reserves 

Mir. ANprEsSEN. Is the reserve fund used to pay losses on any com- 
modity that is covered, or do you segregate the premiums received 


from corn insurance and retain that as a separate fund to take care of 


losses In corn? 

Mir. FunprErBuRK. The reserves are maintained separately for 
accounting and statistical purposes. But if vou had a loss in any 
one crop that exceeds its premiums, vou would obviously have to 


draw the money out ol the other crop funds in order to pay it In 
other words, it is a corporation and all the funds belong to the 
Corporation 

[am not an attorney but it would seem to me that if, for example, 
vou were farming and vou were in a county where vou had a reserve 
and vour county lost more than your reserve, vou would expect to 
be paid 10 percent rather than 50 or 75 or some other percent which 
might be available in your particular county reserve 

[ think you could probably come in and institute suit against the 
Corporation and win and I think justly so. I think you should be 
paid. In other words, all the losses should be paid out of all the 
funds of the Corporation, and that is the way it is set up now. 

Mr. AnpreseNn. That is the way it is handled, all the premiums 
come into a common fund? 

Nir. FuNpERBURK. That is correct 

Mr. ANpRESEN. And the losses are paid out of that common fund? 

Mir. FUNpERBURK. That js correct 

Mr. ANDRESEN. With the loss experiences that you have had in 
the Corporation, have you come to any conclusion as to the need for 
the increase in premium rates in certain areas where you sustain the 
largest loss? 

Mr. FunpEerRBuRK. That is a tough question to answer, sir. [| 
might sey that we have about a $5-million reserve in wheat. We 
have approximately that much loss in the multiple crop program 
What I see leads me to this opinion, and it is subject to change because 
I may not have enough factual information. It leads me to think 
that in multiple crop insurance, pacticularly—and let me explain 
what I mean by multiple crop insurance 

If you are a farmer and raising 3 or 5 crops, you are issued 1 policy 
to cover all of those. The theory behind that 1s very good, I think, 
in that because you have 3, 4, or 5 crops under exposure, you might 
win on 1, you might make a good crop on 1 and have a terrific loss on 
the other. But in the aggregate you would still have a gain. Conse- 
quently the Corporation might not owe youanything. The fallacy 
and this is a tentative statement because I do not have sufficient 
information to have a positive opinion—it seems to me at the first 
look that there is some fallacious reasoning in that, or maybe a mistake 
in the records used as a basis to build up the rate—all of those crops, 
generally speaking, in most areas are subject to the same weather con- 
ditions that affect one crop. 

Obviously what vou are domg is multiplying vour exposure by 3 
or 5, depending on the number of crops that you have. I think 
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Florida is perhaps the only State, and perhaps California, which would 
lend itself well to the application of a multiple program for the reason 
that Florida produces a crop almost every month in the year. Con- 
sequently they are subject to a cvcle of 12 months’ weather, whereas 
in some of the other areas where we have a multiple crop they have 
maybe 1 season which would appl; to all the crops. Therefore, I 
think that we are going to have to change that rate particularly. If 
we do not raise that rate | think perhaps our losses will continue. Of 
course nobody knows. It will depend on the weather and the hazards 
you have at the times you have insurance 

Right now we have about a $5 million loss in the multiple-crop 
program. I! think that in itself indicates a justification for changing 
rates particularly in that program. On the other hand, tobacco has 
a 5-year record of no losses. I mean by that no net loss in their 
operation. 

lax I think is like tobacco, but those are relatively small operations 
and the reserves are relatively small in those two. 

Cotton has a net loss in its operation. I think perhaps cotton 
should have some higher rates—I imagine some of my friends from 
the South would object to my saying this. I think the cotton rates 
are probably too low, or else, sir, we have experienced a series of bad 
years, whereas in wheat we may have experienced a series of years in 
which we had good weather and good results. 

I might further clarify the situation for you by using this illustration 
There are about 1,500 mutual fire insurance companies in the United 
States. Their history goes back 200 vears. Benjamin Franklin 
founded the first one. All the mutuals are devoted to farm insur- 
ance, that is, they protect the farmer against fire loss and wind on 
his property. 

We have a fine set of statistics for that period. The figures show 
us that a mutual insurance company insuring farm property against 
fire should have a reserve which is equal to 2 times the annual aver- 
age loss if it wants to pay off 95 percent of the time. In other words, 
if it is to pay off 19 years out of 20, and in the 20th year not pay off, 
it must maintain a reserve equal to 2 times its average annual losses 

If it wants to step that up to a point where it maintains a reserve 
that would give it 99 percent protection, which means 99 years out of 
100 it woul | be able to pay off and the other vear it woul | not be able 
to, its reserve would have to be 3 times its annual average loss 

As to windstorm companies, and this is based on mutual windstorm 
companies that insure on farm property, we do not have quite as 
long a period of experience and we do not have quite as many com- 
panies, so our results may not be quite as good as they are in the 
case of fire. The statistics show that in order to be able to pay off 
95 percent of the time from your reserves, you should have a reserve 
equal to 3 times the average annual loss 

But oddly enouch. if you W ant to protect 4Y percent of the time as 
we did in fire, you have to have a reserve equal to 6 times your 
average annual loss 


Windstorm, of course, is a hazard that no man can predict. It is 
in the category of hazards against which we insure in the Federal 
Crop Insurance Corporation. It is one of the hazards we insure 
against. To be able to pay off 99 percent of the time agains: wind- 


storm, we need a reserve equal to times the average annual losses 


$669—53 —2 
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we have 5 or 6 basi crops, as we have in the Federal Crop 
Insurance, which are exposed to not 1 hazard, windstorm, but are 
exposed to 5 or 6 different hazards, all of them elemental, none of 
which are predictable, then the question arises in my mind, how 
much reserve should we have? Obviously, I think it should be more 
than the six times that is necessary in the windstorm 

| do not think that in an experimental program, Mr. Chairman, 
that we need hasten to build up the reserves sufficiently to cover all 
that As an ultimate goal I think we have to keep it in our mind 

Mr. ANDRESEN. Mutual companies can levy an assessment against 
the insured, and there is no such provision in the Federal Crop 
Insurances Act 

Mr. FunpERBt 


themselves 1 wi 


RK. None whatsoever That is how mutuals save 
I] tell vou frankly, in 1949 and 1950 when we had 
this terrible windstorm which generated in Oklahoma and moved 


ip through Kansas, Missouri, Indiana, Hlinois, and Ohio, the mutual 


, , t ‘ 4h . | +} . . “1 , 
compantes took terrific los Chey lost all of them reserves and 
th V immediately assessed the people That, of cou e, is equivalent 


} 


sing their rate over a period of years 

Because of the provisions Ol their bylaws, and under the laws of 
the States in which they operate, they could do that and that saved 
them from being bankrupt We have no such provision im our 
corporation, and of course the only answer is that we have to establish 
adequate rates 

I want to say this about rates, Mr. Chairman: Nobody knows what 
the rates should be and we are simply experimenting. I do not think 
our generation will ever determine what the rate should be. But I 
think as our experience increases that we will have a better idea if 
we can conduct the Corporation on a sound business basis—and I 
think it has been on a sound business basis over the past 5 years since 
we started anew. 

As we grow and get more experience perhaps there are changes which 
can come into the rates, either up or down, to get the reserves in a 
more satisfactory position. In other words, Mr. Chairman, I think 
it is entirely possible that right now we are in a vulnerable position. 

I agree with your opening statement, one of the statements that 
you made, that we have had a series of good crop years in most of 
the crops. We have had a call from Texas within the last month and 
one of our men has gone out to see the extent of the loss. He esti- 
mates—of course it is preliminary and it is subject to change up or 
down—he estimates that we have $12 million loss in wheat out there 
now. Of course we probably have about that much in premiums com- 
ing in this year from wheat so we may be able to pay wheat losses out 
of the premiums which we are collecting this year. 

Imagine the catastrophe which we had in the thirty’s when we had 
the Dust Bowl conditions in the Midwest. Our actuaries estimate 
that based on our exposure at the present time, and given the same 
set of conditions which we had then, that it is possible for us to lose 
$200 million in any 1 year. 

I do not know when we will have those conditions again, if ever. 
But we are vulnerable to that extent. That is what I am trying to 
point out. 
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Mr. ANpRESEN. Do you think that the Corporation has gone far 
enough with its experience so that they can begin taking on as many 
as 100 counties a year? 

Mr. Funprersourk. Mr. Chairman, I do not think the Corporation 


should expand any more until we have digested what we have. That 
Is Mm\ personal Opinion. 

Mi ANDRESED It is vou iwierstanding that this bill leaves it 
discretionary with corporations us to whether or not new counties 
should | included? 

Mr. FUNDERBURK. Yes, $s 

Mr. ANDRESEN. Have you taken on the n num number of new 
‘ inties under the present la so that vou hi hausted whateve 

Va\ ou have in increasin Loe numbel ) i counties uU th 
Wl rran 

11 UD DERI Ma I i ( ol our me li eS ¢ lL ive Thi¢ 

t answer! 

Mr. Cony. Mr. Chairman, we have not expanded as far as t 
law pern ( \\ have nN ‘ n ( quite that igs But \ 
can expa a her because of tl provision ot th | th 
SUVS Lhe 3} it b no ¢ ans 1 alter thre 1953 rop Veal 

Ma (NDI IN Ih Ih it is the uhnaers I ol he Cory oO 
that this bill is purely aiscretionary 

Vir. FunperBuRK. That is correct 

Mir. ANDRESEN. So if it is approved and because law, you do not 

ive to take on 100 extra counties a year? 

Mir. FunperRBURK. That is correct. The old formula would have 

ven us permission to expand, I believe, about 200 more counties 
The old authorization indicates we could have gone into 1,453 u 

jo3 and we are in 922 So we have not used up all that was author- 
ed even through the 1953 period 

Mr. ANpRESEN. Will vou submit for the record a statement showing 
ithe number of counties that are inc] uled and th results in ea 
county? 

Mir. FUNpeRBURK. We will be glad to do that 

The data referred to follows: 

PaB.eE I] Federal Crop Insuran Corporation authe ze a ? ber ¢ 
county programs by commodities crop years 1948S th ougl 1s ; 
{ 
~ i 19 ) 1 
{ 

\ Au Au 1 - A Au Yt 
2 pn th Stine. 1 th 4 ‘ r A ite a 
\ 2M 20K 199 00 00 00 ”) 00) 4( 
{ t ¢ ~ ) x » ‘ 4 

{ ( t ) i l ) ( 

! 1 » A 
Vi I 2 4 ] ( 15 
Other 4( ) { ( f 0 0 

lota { 2 } 41) 619) 9 801 1,222 | 874 |1,4 
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ANDI SEN Do Vol feel Mr Funderburk hat ne isura 





: ; : . 
all-co rage program can eV ntually be placed o1 1 SeLI-SUuStaIning 
48 eee eae - 9 
@sis pOtH aS to admin ative sand to pa 35e8 
' xf 1 } + 
Nii | DERBURK \il ( hairman, the « L\ \ b! mswer i 5 
to e you my interpretation ot hat vou gentle neant when vou 
. } ’ } ' r 
said a sound insurance progra 1 think you mear hat 1 | 
4 | | + + | + } ’ 
} pernaps he le Slat l ory sbows i ) i 1 
} } 1 1 1 ie 
eventual Thy proeTam °s Oil SC 1T-SUSTAII r 
i c ~ 
. : 
I do not think that eca pit all the a rat 5 SES LS 
: " 
rear. me year. Or anv o r veal l think ‘ y \ ’ » 
sho ho } we can move 1 that directio Bi ) , Lb SO { 
1 1 
self staining basis, I think eventually that Lh » be do 
} 1 4 ‘ 
| have no idea at the moment or » SUG oO! } ) ) oO L 
1 1 } ! 
period that should be Lctually you would yiires on it 
1 } 
I ao not know that it woul ay oo hard DLO fo ad se } 
1 1 si 
ome en ior thi reason \ ir ¢ penses al Q y abo 2) pe I . 
your premiums. 
1 
would say that is a very good expense ratio, 2 reent hat 
. , 
vould mean that you would increase your ra DV tha oO 
no now heth I that Would abso} ely ston so 3 yee 
or no | ataius one ol the ( periment e are ¢ , i , 
| : } ] = 4 
1d not jora moments st that all » pel pile , 
i 
St year, or Ul second ver even § er 5 ’ 
! ; ] 
| nk W ru ht to doita ve are the othy i yO ( a 
, . | } Tf 
( ‘ ( mental Dasis it \ ve ret OI i 1 DAS n 
1 17 } 
t Z percent should be included and I thn i . ra uld 
lly b und enough to ta care oO 
\\ ll ragel ' t f ' i f . 
‘ I L¢ 1 this po { i May LaAKC a W illOTe itt } GISCUSS 
} , 
t ! se of 1t, we Vv uC th pou Vhiehn i thint 5 the ] 8 
or y ir experimental ram, that you ¢g ites oy » pul 
Line ur: ce ona il-Susta pas md aceul liante ( P- 
4 | 1] 1] | ¢ 
I 0 apdle to pay ai your Losses i \ i! Lie th I rivt 
1] Figiccs hee { | 
Or ( 1will tind the! el at whicl he i \ ( hat he 
’ 1 
would rather carry his own 1 urance 
4 ; ] 1 ] : t 41 
\f{ter that is reached, the farmer will d ( is eth II 
‘ } 7 y ] { Y i] | lay f } t { 
reac or Wi ihe th Vill ( ma l ho ~ ot 
{ 1° J 
what we are trying to establish 
‘ 47 
Vir. ANDRESEN. Do you gentl te Dart 
ol the url r to reinsure when li years 
cna 1 1 
Mir. FUNDERBURK. It is my « » does 
, ( 1 
not vo DackK far enough tO answe ial 





the farmer would think in th 

experience has not gone that far 
Ir. \NDRESEN. You Cc 

record some figures on that to cover tne la tC» crop years 


The data referred to is as follows:) 


an probably submi 


\ ir ba ) ! , , A 
i particil I i 1of a cr ) irve i previous years 
rhe iT f narticip ni 1 re dependent { sa ffort put forth 
hwy t} I rsonne The LTIOUS ) Lies 
For example, in 2 adjo in New Mexico, wher ‘rop was 
erage or b ars, p led to l county where- 
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an tin 2 
i 
( } 
( ( 
9 
4 
4( 
, 1 eT 7 rac d i 
j 
! i i d i ( ; 
it t 
( 
644 
' f t é 
i ed, p Cl} ( crea { 
( i rl rm The f 
L i i { » 4 ( ‘ r 
{ 
\ 
) . Le t} : yplete fion 1 1059 for 
JANDKESEN i vou have the comptiet¢ ures on ) ior the 
\ 
' r DERI | Les. su 

Af ‘ \ . zz . | , nel 
| \DRESEN L ¢ mentioned that there wer Surpius crops #nod 


they came through well. IJ have seen times in the winter wheat area 
where we have had a large loss of winter wheat but the other spring- 
planted crops came through in fine shape 

Vi UNDERBURK. I think you are right and I think that is one 
place where the multiple crop will work, in just such a situation as 


as making is that in a great many of our cases 


fi 
we have rops unde! the multiple crops which are subject to the same 
weathe ions 
In vour illustration vou had two seasons. I think you are right, 
migi lose one and gain on the other. That is correct That is 
a ood illustration of where multiple crops will work 
Mr. ANDRESEN. Mr. Hill? 


Mr. Hiuu. 1 have a question or two On April 24, when you were 


ned acting manager of the Federal Crop Insurance Corporation, | 


noticed that Secretarv Benson said this: 


eicke able progress has bee made it leveloping sound crop insurance cover 


age the expe ents rograms Which have been in effect since 1948 











rice 


Mr. FuNDE! © That is corre 

Mr. Hitt. The reason I mention that 1 cause Congressmiaa 
Andre questions and your answers midi to me that we must 
ceep tt on ai De ( Das ( : mil Lee i d th 
CTOD It Al Q4N i bel \ | } 13 1i¢ monks be 
ca st oO! hat ( rit | mpl cari ) Ol he | ry e ot 
aiscovering if we could aevetop a ¢ mut renin that act ally \ ould 
work ! at true 

Mr. Funperspurk. That correct 

Mir. ANDRES! Will the gentleman vu 

Mr. Hiri. Certain 

Mr. ANDRESEN low ma y years do jy think the experiment 
sho ld run to establish a sound actuarial basis for it? 

Mr. FunpreRBURK. That is a tough one. TI said in the beginning 


that I doubted whether our generation would be able to determine 
what is a sound program, & s¢ nd rate for each crop 


| will say this: In all insurance companies we have what we call 


reinsurance. in other words, if I have more insurance in my company 
than | can afl r tO Carry i reinhsulre t] e excess W ith someone else 

In reimsuramn the remsurance compan take a year period from 
the underwriting company, and they will not reinsure until you have 
had a 5 year experience Ol! Lhe y will assume a oO ear basis a d Cut h 
year, as you progress, they will drop the old one and set up a new one 


to continue to increase your Dase. 


if we need 5 vears for a reinsurance program in lines where we 


know what the experience generally is, then I would think we would 
need more than the 5 years we have now. I would think we will need 
more than 10. It may be 50 years before we can determine 

Mr. ANprREsSEN. Do you think any insurance company can_ be 
organized 1n private industry to reinsure overail coverage? 

Mr. FuNpDERBURK. On crop insurance? 


Mr. ANDRESEN. On crop insurance or something that you could 


insure as a corporat yn? 
Mr. FunperBurRK. We are getting into the realm of probabilities 
There are a lot of insurance companies in the United States and 


they could put up an enormous amount of capital 

l am sure no insurance company by itself or any combination 
would want to do so 

Mr. ANDRESEN. You do not do any reinsuring now? 
Mr. FunpERBURK. No, sir, the Corporation does not do any re- 
insuring at all 


Mr. ANDRESEN. Thank you. 
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Mr. Hii. Following my line, my questions will bring out what 
we are really trying to do. If I understand the program correctly, 
you only have—and I am reading from that news release-—under this 
program you have wheat, cotton, corn, flax, tobacco, beans, and citrus. 

Mr. FunperBuRK. And the multiple crop 

Mr. Hint. That is the next one. In the multiple crop answering 
Mr. Andresen’s question just now, do you not think that if vou follow 
that out that you probably could have the answer for a type of multiple 


insurance long before any 20 or 30 years?. All this insurance does 
not have to be based on a 20- or 50-year program You are talking 
about all the crops when you talk of that. In a few years you might 


come to a conclusion on how to handle the wheat program, could you 
not? 
Mr. Funpersurk. I do not know how few years you are thinking 


about, Mr. Hill Frankly, I do not know That is to be perfectly 
honest None of us know We are just toving with the thing, 
experimenting with it to find out. We just cannot answer the 


question, 

Mr. Hint. Let me ask another question. It seems to me it would 
be easier to find out what your insurance rate should be on a plan of 
multiple-crop insurance in a shorter time than on all the various types 
of farm crops. 

Mr. Funpersurk. It might be sut as | pointed out, the experi- 
ence we have had so far with multiple crops has been very disastrous. 
Maybe we can correct the base on it 

Mr. Hitt. Your own statement proves that because you just 
said a moment ago that the experience you have already had shows 
that by a 25 percent increase in premium you could almost carry 
all vourload. Is that correct? 

Mr. FunperBuRK. Yes, as far as the expense of the Corporation is 
concerned, 

Mr. Hiri. That is a definite type of information that you have 
already discovered in your experimental work 

Mr. Funpersurk. That is correct 

Mr. Hii. So you really have a basis to operate on. That is what 
I wanted to bring out 

Mr. AnprEsEN. Will the gentleman yield on that point? 

Mr. Hiiy. Surely. 

Mr. ANpDRESEN. Is not the experiment on a selective basis? 

Mr. FuNpeERBURK. Yes, it is. 

Mr. ANDRESEN. So you have gone to parts of the country with this 
multiple insurance, or multiple coverage, in selected areas where 
they have been selected because the risk is not as great as in some 
areas Where you should not insure at all, 

Mr. Fonpersurk. That is right, because experience proves we were 
not very good in selecting those points. 

Mr. Hiixi. That is the question I was going to bring out imme- 
diately. You might think you are smart enough to get the selective 
counties and wind up with the most hazardous risks you could possibly 
take. 

Mr. Funpersurk. That is correct. 

Mr. Hiuy. I think you would have gumption enough to miss those 
hail areas where we know from the past history of 25 or 30 years that 
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hail has been destructive, but in picking counties that vou thought 
were pretty good, you might come up with the wrong answers. 

That is why we ought to keep this continuously on an experimental 
basis, and that is the only way that you can sell it to me. 

Mr. Funprersurk. We agree with that one hundred percent. 

Mr. Hiny. I think you are making progress. I want to call vour 
attention to this, and this is a letter from True D. Morse, Acting 
Secretary. J am doing this to get it in the record so that those who 
are skeptical may learn by reading it. I will read what is said: 

“The provision of H. R. 4211 which permits the inclusion of con- 
tiguous producing areas within a county program is desirable from an 
administrative standpoint.” 

That is important. Then it says: “Crop incurance protection 
could be provided in these situations far more economically with this 
change than otherwise is possible 3 

I mean the change of grouping vour counties together. That is 
further illustrating what you are trying to do, and you can only do this 
if it is an experimental program 

Mr. FunpersBurK. Yes, sir. On that point let me explain briefly 
what that does. We have some counties where our experience prob- 
ably is good. There are a few people right along the border in the 
next county who would like to have insurance. They have good 
soil and they are good farming people and there is no reason why 
they should not be insured. But the law now says that we must 
mave at least 200 farms or one-third of the farms insured before 
we can go into that county This will permit us to take these on a 
fringe area where maybe we do not want the rest of the county at all. 

Actually, we are not suggesting any further changes in this law. 
But since we have gotten into that area, I think frankly that we 
should make a few minor changes that would improve the law and 
make it administratively possible to do a little better job. 

Let me call your attention to the clause which says that before 
we can enter a county we must have 200 farms insured. I can see 
the reason for that limitation having been in there and I think it 
was fine in the start. But I question whether as a continuing thing 
it is good to have any such limitation. 

That is what we are seeking to bring out. It might be possible 
that there are other changes in the law which might help. 

Mr. Hiti. In my own district I came up against that very proposi- 
tion where they asked me ‘‘What is the matter? Why cannot we 
be insured just because we are over the county line? We have ex- 
actly the same type of crops and the same kind of soil and the 
same conditions here.”’ 

[ said, ‘That is just the way the law is written.”’ I think you are 
exactly right. This bill takes that out of the legislation. Let me 
read another paragraph, and with that I think I will have finished 
with the exception of one question. 

Mr. Morse also said: ‘‘In view of the experimental nature of the 
present crop insurance program, we are conducting a thorough study 
of experience with it. In the light of findings when that study is 
completed, it may be desirable to propose further amendments to the 
Federal Crop Insurance Act.” 
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That is what you are talking about. The other question, going 
back to my notes, you said that you had a $2 million reserve since 
1948 Is that correct? 

Mr. FunpersurkK. That is correct 

Mr. Hitt. Then, you also mentioned a net loss on cotton. Could 
you tell us what the net loss on cotton has been since we started in 
with this experimental program in 1948? If you cannot, you can put 
it in the record. 

Mr. Co.tsy. We have it for 1948 to 1952. 

Mr. Hit. You can put it in the record. That was one of the rea- 
sons why we had difficulty in renewing this program because we had 
such terrific losses in cotton 

Mr. Aperneruy. If I correctly read the table, it is $3.6 million 

Mr. Hitu. Since 1948? 

Mr. ABERNETHY. Is that correct? 

Mr. Cousy. 2.4, I believe, Mr. Abernethy 

Mr. ABERNETHY. Then you had better change the figure on pag 

Mr. ANDRESEN. How many crop years does that cover? 

Mr. FunperBurk. Five crop years—1948 through 1952 

Mr. Apernetuy. This table that I have goes through 1951. This 
is a report made in October 

(The data referred to follows 


PARLE I1V.—Summary of insurance history 
I 
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PARLE I\ Summary of insurance history, 1948—52—Continued 
Liability Premiums |Indemnities 
( ¢ 7 I I : 

Y $1,000 $1,000 $1 ,00( I ravlo 

48 , 479 22 1, 41 60 43 

2 7 2 1, 58 , 1 1. 97 

s f 69 1. x3 5 150 mi) 
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if 131 11,2 1, 725 1. 04 
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4 ) { 12. 684 6. 780 7 

: 1] + ] 2 1.32 

4 t 2 i l SUL H) 

S01 43, 210 17 19. 386 21, 335 1.10 

1952 S74 40, OS6 21, 218 20, 70K ON 

) 24, 7dSt 1, 22 79, 322 Lit 07 


Mr. Hinu. In regard to corn, what has been your experience with 
regard to losses in corn in 1948? These are important not so much 
to me but when we are on the floor with this bill and we have these 
question come up, we should be able to answer them. 
~ Mr. Cotsy. About $200,000, Mr. Hill. That is premiums in excess 
of indemnities. That is a reserve. 

Mr. Hiti. So you actually made money on corn? 

Mr. Cousy. For the 1948-52 period. 

Mr. Anernetuy. Will you yield? 

Mr. Hiuu. Yes. 

Mr. Anerneruy. Evidently you made all the money in 1952. 

\{r. Cotsy. That is correct. There was a tremendous corn crop 
in 1952. In 1952 we made about $1 million. 

Mr. Hitut. That proves, Mr. Abernethy, what we said in the be- 
sinning. As I recall, you were on the committee when we decided 
not to drop the program, in that if we carried the right type of ex- 
perimental program we could prove that you can insure farm crops. 

Are we going to do this or drop it? We are providing an amend- 
ment that will permit us to proceed with our experimental program 
in a more orderly manner, and I think in an improved legislative 
basic operation under existing law. 

That is all that I have, Mr. Chairman. 

Mir. ANDRESEN. Before we do that I think we ought to have full 
and complete details in regard to the experiment up to the present 
time, and find out the reason why you have not used the maximum 
allowance on overall coverage that is provided under existing law. 

Mr. Funpersurk. We will submit that for the record. 

(The information referred to follows: 


CROP INSURANCE EXTENSION 15 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SOLICITOR, 
Washington 25, D. C., June 1, 1958. 
Hon. Crirrorp R. Hops, 
Chairman, Committee on Agriculture, 
House of Re presentatives 
Dear Mr. Hope: During the hearing last Thursday before the House Com- 
mittee on Agriculture on H. R. 4211, a bill to amend the Federal Crop Insurance 
Act, Acting Chairman Andresen requested a statement from this office as to what 
additional expansion would be authorized by the bill and how such expansion 
would compare with that authorized by existing law 
In 1947, the Congress enacted legislation (Public Law 320, 80th Cong.) placing 


’ 


crop insurance on a strictly experimental basis Beginning in 1948, insurance 
was limited to 200 counties for wheat, 56 for cotton, 50 each for flax and corn, 
35 for tobacco, and 50 for multiple crop insurance. In addition, the Corporation 


was authorized to provide insurance each year on 3 additional commodities in not 
to exceed 20 counties for each commodity 

The act was further amended in 1949 (Public Law 268, 81st Cong.) to authorize 
an expansion of the crop-insurance program for the 1950, 1951, 1952, and 1953 


crops The number of counties for insurance on wheat, cotton, corn, flax, and 
tobacco, and for multiple crop insurance, was authorized to be increased each year 
by not in excess of 50 percent over the number of counties specified above. Thus, 


this legislation authorized an overall increase of approximately 220 counties in 
each of the 4 years 1950 through 1953 

H. R. 4211 provides that beginning with 1954, crop insurance may be offered 
each year in not more than 100 counties in addition to the number of counties in 
which it was offered the preceding year. The bill would, therefore, change exist- 
ing law in two important respects. It would provide for a moderate expansion of 
crop insurance after 1953, the end of the expansion period under existing law. It 
would also reduce by more than 50 percent the rate of expansion authorized for 
the 4 years 1950 through 1953 

Sincerely yours, 
Karu QO. Loos, Solicitor 

Mr. ANDRESEN. I am rather curious to learn of the provisions of 
law that provided for coverage on tobacco. Do you have any infor- 
mation on the experiment in tobacco where you insured the crop but 
also the crop after it was harvested and when it was in the tobacco 
sheds? 

Mr. Funpersurk. Our rate is broad. It covers the entire opera- 
tion. I do not believe there is a breakdown on the two. It covers 
for the complete operation. In other words, we are accepting the 
liability from time of planting right on through until it is ready to go 
to market. 

Mr. ANDRESEN. Have you had to pay any claims for the burning 
of the tobacco sheds with the tobacco in it? 

Mr. Funprersurk. Can you answer that question, Mr. Colby? 

Mr. Cousy. Mr. Andrese n, the losses on tobacco to the best of my 
knowledge, from fire, run somewhat under 2 percent. There have 
been a few, but very, very few from fire. Our coverage is so broad 
that normally all the insured tobacco would not burn at one time. 
When you are curing it, the loss is in the flue-cured area and they are 
curing only part of the crop at one time. We have had few losses in 
the curing barns. 

Mr. ANDRESEN. You do not know whether you paid any losses on 
fires in the tobacco shed? 

Mr. Cousy. I do not recall any after it left the curing barns. 

Mr. ANpRESEN. Tobacco is the only crop that is covered after it is 
harvested. 
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Mr. Cousy. That is right 
Mr. ANDRESEN. I would like to have you look that up. 
(The data referred to is as follows 


TABLE V Summary of indemnities caused by fire, tobacco, 1948-51 


Indemnity | Indemnity 


Indemnity | due to fire | due to fire 
, Maximun rotal yaid for iS a per S a per- 
Year abilit indemnity ] due centage of | centage of 
to fire total maximum 
indemnity liability 
1948 $2 55, 857 $OR2 48 $25. 03 0.01 0 
1949 22 921. 840 488, 358 26. 37 01 0 
1950 529 Ss 440). 4t 1. 45 03 
1951 50. 348. 960 7t 765 23 Rw. 4 , OS 05 
Total 42 182. 1R¢ 2 393. 967 5, 939. Of 1. 50 03 


Mr. ANDRESEN. Most of the grain is stored in granaries, and so are 
other crops. If it is cood for tobacco it might be rood Lo have cover- 
age in granaries. That may interfere with the mutual companies but 
if you are going to have overall coverage to protect one crop, then it 
should be extended to others if it is workable and sound. 

Mr. FunperBuRK. Of course I think the legislative history will 
show that Congress was opposed, generally speaking, to getting into 


insurance in competition with private mdustry. Both tobacco in 
barns and grains in barns are insurable in the farmers’ own mutual 
companies already Most of them do have it 


Mr. ANDRESEN. Can tobacco in the shed be insured with private 
companes? 

Mr. FunprerBuRK. Oh, ves. We have a lot of that in my own com- 
pany. We insure a lot of tobacco in barns in my own company while 
it is in the curing stage 

Mr. AnpkEsSEN. Would you recommend repealing that provision of 
the insurance law now that gives that coverage to tobacco sheds where 
it is available from private industry? 

Mr. Funprersurk. Mr. Andresen, I said in the beginning that I 
was not in a big hurry to move on anything, because we are still 
experimenting. I think as an ultimate goal, to be perfectly frank 
with you I do not think the Government should be in any business 
at all that conflicts with private companies. The farmers in their 
own companies have access to proper and adequate insurance on the 
things that you are talking about. As an experimental thing, what 
we are doing now, I have no objection to leaving it in there until such 
time as we can determine what experience will dictate is a good rate. 

My own opinion is that if we could analyze it, that the rate for 
tobacco—I do not know about the other crops—for tobacco it would 
be a relatively small proportion of the total premium, 

Mr. ANpresEN. The rate a mutual company might give to cover 
tobacco in a tobacco shed would be much higher than the rate that 
the Corporation might charge? 

Mr. FuNprRBURK. I do not think so. i question it. On a sound 
basis I think the rate should be identically the same for the same 
coverage That is a general prin iple of imsurance companies. All 
have the same rate for the seme thing. As you know, insurance 
commissioners in the various States tell us what the rate shall be on 


= 
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each coverage. They are standing there to see that we do not put 
the rates too high. In fact, in the case of mutual companies our own 
members would not stand for the rate very long if it was too high. 

Mr. ANDRESEN. You can always levy an assessment in a mutual 
company. 

Mr. FunperBurk. Yes, sir. 

Mr. Cootry. May I ask a question? 

Mr. ANDERSEN. Mr. Cooley ? 

Mr. Cootry. I would like to have you tell us something about the 
situation that prompted the introduction of this bill. What situation 
do you think necessitates the passage of this bill? 

Mr. FunpErsurK. I do not know. The bill was instituted 

Mr. Coorey. The bill originated in the Department? Or with the 
author? 

Mr. Funpersurk. To my knowledge it did not originate in the 
Department. 

Mr. Cooupy I notice Mr. Hill’s bill strikes out certain sections of 
the crop insurance law which this committee put in for a definite 
purpose, and that is to restrict this program to a purely experimental 
basis. If vou strike out all these limitations that we placed in the law 
with reference to expansion, | am just wondering if you might not 
get into trouble again as you were before we put the limitations in the 
law. 

Mr. Funpersurk. I do not understand that the bill does what 
you have said. As we understand the bill it simply permits us to 
expand in 100 counties each year from now on. The bill which ex- 
pired in 1953 permitted expansion in about 200 counties. I do not 
remember the exact figures. This restricts it even further than that. 
The one thing that does amplify is what we discussed a few moments 
ago, where there are some fringe areas over the border on one county. 
We think those should be included in a county where we are already 
insuring because they may not have enough in the second county to 
give you the 200 that the law requires. 

Mr. Coouey. Did we not have a provision in the law with regard 
to the participation which would be required in any particular county? 

Mr. Funperpurk. Yes, sir. You had to have 200 farmers in the 
county before you could move into the county. 

Mr. Coo.ry. Under this new arrangement would you propose to 
go into counties that had less than 200 participants? 

Mr. FunpersurkK. In fringe areas, where a small group of farmers 
are bordering on a county where we have a program and want to 
come into the program. 

Mr. Hiuu. If the gentleman will permit, here is a question asked 
me at home. A county line is not a reasonable or natural division. 

Mr. Cooxtry. In other words, if you had a fringe area outside of a 
county in which you had two other participants, you could take 
them from another county and put them in? 

Mr. Funprersurk. Yes, sir. That is our understanding of what 
the bill does. 

Mr. Cootry. You cannot do it under the present law but you 
could under Mr. Hill’s bill? 

Mr. FuNpERBURK. Yes, sir. 

Mr. Cootry. This will not permit a greater or more rapid expansion 
than you have under the present law? 
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Mr. FunperBurRK. No, it curtails the amount that you can expand. 
As I just pointed out, through 1953 we had authority to expand at 
the rate of about 200 counties. The trouble was that we had to 
expand on a crop basis. This meant in the case of wheat, a crop on 
which we have a tremendous coverage now, we had authority to 
expand more than in other crops. This law would permit us to 
expand in say tobacco, or some other crop. 

Mr. Cootrey. Where the program is working? 

Mr. FunpERBURK. Yes, sir. 

Mr. Cootey. Thank you very much. 

Mr. ANpRESEN. Mr. Lovre? 

Mr. Lovre. In order to answer some of the criticism of the program, 

‘an you tell us what this program has cost the American taxpayer, in 
actual dollars, exclusive of administrative expense, since 1948? 

Mr. FunprerBurk. It has not cost anything. We have a reserve 
now of $2 million in premiums. Let me explain what we mean by 
that. We have collected so many dollars in premiums, we have paid 
out so many dollars in indemnities. We were paid more premiums 
than we paid i in losses to the extent of $2 million. The administrative 
expenses ‘of course have been borne by the Government. 

Mr. Lovre. The other day I heard an objection on the floor to this 
program relative to uncollected premiums. Is it true that the cor- 
poration has a large amount of uncollected premiums now on its 
books? 

Mr. FunperBurk. That is correct. 

Mr. Lovre. If so, roughly how much? 

Mr. FunperBurk. It is about $2 million, I believe. We can get 
any facts that you want. That is roughly the figure. 

Mr. ABERNETHY. Would you yield? 

Mr. Lovre. Yes. 

Mr. Apernetuy. Are those uncollected premiums calculated in 
this figure, in the report? Are they carried in the report as collected 
premiums‘ 

Mr. Funpersurk. They are carried in the report as accounts 
receivable, and we have provided reserves against a large portion. 
That shows in the report which was submitted to the House at the 
time it was considering the appropriation. 

Mr. AperRNETHY. You show here the table broken down in different 
columns, one of which is indemnities, and the other surplus or deficit. 
The figures under the title ““Premiums” do not necessarily mean that 
the premiums have been collected? 

Mr. Funprersurk. That is correct. 

Mr. ABpernetuy. Then the conclusions that I find on page 31 of 
the October 1952 report showing profit or loss, are not entirely 
accurate. 

Mr. Funpersurk. I would think your statement is correct. 

Mr. Apernetuy. I did not mean to infer that there was any 
attempt to cover anything, but it does not show actual moneys 
received and expended 
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Mr. FunprerpurkK. Your reserve, sir, would be overstated by the 
amount that we fail to collect premiums that we now assume we can 
collect. As I said, we have set up reserves for a very large portion of 
it. If we collect that portion which we have not reserved, then the 
statement would be sound, the reserves would be soundly stated 
If we do not collect that excess portion then we might have to charge 
off some more. 

Mr. ABernetuy. Thank you. 

Mr. Awpresen. Would you yield for a question? 

Mr. Lovre. Yes. 

Mr. Anpresen. It looks to me as though these premiums that are 
uncollected make up a large portion of your reserve? 

Mr. Funpersurk. No, sir, I did not mean to leave that impression. 
We have a large gross uncollected premium but we have set up a 
reserve for a very large percent of that so that the statement is sub- 
stantially correct. The extent that the statement might be wrong 
is in our assumption of the reserves which we have set up against the 


accounts receivable that we have not collected In other words, if 
our assumption on the reserve is wrong, then our reserve section 
would be wrong. But that would be a relatively small percent 


Mr. ANpresEN. Would you provide for the record a statement 


showing the uncollected premiums by States? 

Mr. FunprerpuURK. Yes, we will do that. 

(The information requested is as follows: 
TaBLE VI1.—Federal Crop Insurance Corporation, U. S. Department of Agriculture 
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Taste VI.—Federal Crop Insurance Corporation, U. S. Department of Agricul- 
ture—Continued 
ANALYSIS OF UNPAID PREMIUMS BY STATES FOR CROP YEARS 1948-52 AS OF APR 
1953—Continued 
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Mr. Hirt. May I ask a question? 

Mr. Lovre. Yes. 

Mr. Hix. This is unique to me. If you are going to do that would 
it be possible to say the year the uncollected premium occurred? 

Mr. FunpreRBuRK. Yes, sir. 

Mr. Hix. I was on the floor when that question was asked, and we 
are going to have to answer it, and as far as I am concerned the way to 
answer the question is direct. We have to answer that on the floor, 
and now is the time to get the information. Were these accounts re- 
ceivable made before 1948? Or since? 

Mr. FunperBuRK. Some of them extend back to 1942. 

Mr. Hitu. Can you give us the percentage? Iam one of those who 
is absolutely convinced that in this program we are not taking into 
consideration, or we should not, some of the things that went on when 
we started. You cannot hold us responsible, 5 years afterward, for 
some of the errors made in the beginning. I would like to have the 
uncollected premium broken down, as Mr. Andresen said, in the years 
previous to 1948. I am of the opinion, and I think your record will 
show, that you have been doing a much different type of work since 
1948. Is that correct? That is what I want to show. 

Mr. Funprersurk. I was waiting for you to conclude your state- 
ment to say that the experience with respect to the accounts receivable 
from 1948 to 1952 is much better than it was for the prior years. 

Mr. ANpRESEN. Running a private company, even a mutual 
company, When the insurance man comes around to inspect your 
books, if you have premiums uncollected back to 1942 and you are 
still keeping the man covered with insurance, you will get into trouble. 

Mr. FunprersurkK. I agree. I think we should write those off and 
be done with it. They tell me in Government you do not do things 
that way. 

Mr. Anpresen. I think you should try to collect them. 

Mr. Hitt. We have been writing off farm feed loans ever since I 
have been on this committee, and they are still trying to collect some 
of them, which I think is a shame and disgrace. 

Mr. Funpernvrk. I have an illustration. I had a letter come across 
my desk abs . week ago for signature. Iam one of these people who 
reads every thing before signing. I read this letter 

Mr. Hizu. If you are in Washington long enough you will get out 
of that habit. 

Mr. FunpernurK. Today is my last day. I am going home to- 
night. ‘This letter originated in Kansas. A farmer bought an insur- 
ance policy on his wheat. The premium was $20.79. I believe it was 
3 or 4 weeks after he insured the crop in 1942 and got the crop up, 
3 or 4 weeks, that the Government took possession of his land for an 
airplane factory. The Corporation insisted on him paying $20.79 
which was the premium. He said he did not owe a premium because 
the Government took his crop. The argument went along from 1942 
to 1953, just page after page of letters. The Corporation, some of the 
top men in the State level, went back to this man and visited with 
him to try to collect the $20.79. They put the account on a debt 
register but could not collect from him. 

Finally, for some reason in April of this year he went to get some 
other contacts with the Government, and this $20.79 slapped him in 
the face again. They said, ‘‘You have to pay that before you get 
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whatever it is you want now.”’ He sat down and wrote the Corpora- 
tion what I thought a very frank, and honest letter. He recited all 
the facts leading up to the matter. That is where I got my informa- 
tion, out of his letter, and I think the record sustains him. He said, 
“T had this crop for 3 or 4 weeks and have determined what percent 
that was of the whole crop year and on the basis of that I owe you $4, 
and here is my check. J hope you will accept it and cancel this debt.” 
That came all the way through channels to my office and my office 
finally agreed to accept the check and then routed a letter back down 
through channels to accept the $4 check and cancel the balance. 

Mr. Hi. I hope you canceled it. 

Mr. Funpersurk. We did. We canceled his debt. I am citing 
that to show you how far some of these things go. Honestly, I think 
the thing to do is to write them off and get them out of the way. They 
are hanging over our heads and causing people a lot of trouble. Actu- 
ally, some premium accounts are forwarded to the Solicitor for court 
action. 

Mr. ANpresEN. Do you think we ought to do the same thing with 
unpaid income taxes, too? 

Mr. FunperBurkK. You do sue on income taxes. I think perhaps 
you should. As a business p1 roposition all of us in business, if we have 
accounts receivable on our books for a good many years and finally 
find out we will spend more to collect than the money amounts to, we 
write them off. 

Mr. ANprEsEN. If an agent for a private insurance company, 
mutual or otherwise, fails to collect premiums, he has to pay those 
premiums himself. 

Mr. Funpersurk. He has to pay those premiums. 

Mr. Hiri. There are exceptions. I happen to know because they 
go busted and the insurance company never collects the premiums. 

Mr. FunperBurK. You are right. ‘There are such cases where the 
agent goes bankrupt and the company loses. 

Mr. ANpresEN. Mr. Lovre? 

Mr. Lovre. Mr. Chairman, my colleagues have asked about all 
the questions that I had in mind. ‘There is still one other question 
that I do have, and maybe I am putting my foot in my mouth in asking 
the question. 

Are those uncollected premiums that you have mentioned concen- 
trated more in one part of the country than in another? 

Mr. Funpersurk. Yes, they are. They are concentrated in the 
Southeast to a greater extent than in other sections of the country. 

Mr. Lovre. I am very thankful they are not in the Midwest. 

Mr. Hiitu. Any other questions? 

Mr. Lovre. I yield. 

Mr. Harrison. I have one question relative to the experience of 
this particular insurance company. You say that you have crop 
insurance on corn. Is the premium rate on corn the same in Nebraska 
as it is in Kansas, as it is in lowa? 

Mr. Funprersurk. No, sir; it is not. I believe I am correct in 
this, and Mr. Colby can check me on it. The rate varies even by 
counties because it is dependent on the conditions in the county. 

Mr. Harrison. With that experience you are in hopes that in time 
you will be able to set up an insurance program that will cover every 
county if they so desire? 
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Mr. FunpersurK. That is correct. 

Mr. Hiri. Mr. Abernethy? 

Mr. Asernetuy. Your net operations for the 4-year period 1948, 
1949, 1950, and 1951, according to the report filed in October of last 
year, was about $1.6 million. I just examined the table of one of 
your assistants. In a prior period, 1948 to 1952, the operations show 
a net of $2.1 million. 

Mr. Cotsy. I think that is right. 

Mr. Anernetnuy. Does that include the salaries paid all employees 
connected with the corporation and the commissions paid those who 
wrote the insurance? Is it an actual net? 

Mr. Funpersurk. You understand, sir, that the appropriation 
bills supply the corporation with sufficient money for its operating 
expenses, so that all of its operating expenses from top to bottom 
are outside of these figures. 

Mr. Anerneruy. I did not understand that. That is the reason 
I asked the question. 

Now, will you tell us about how much that amounts to? 

Mr. Funpersurk. In 1952 it was right at $6 million—$5,980,000, 
something like that, for 1952. It has varied by the years. 

Mr. Apernetuy. That is all, Mr. Chairman. 

Mr. Hitui. Any other questions? 

Mr. McIntire. I have 1 or 2 short ones. In your multiple in- 
surance programs are you insuring any perishable commodities? 

Mr. Funperspurk. There are 35 crops altogether that are insured. 
If you would like we can put those in the record 

Mr. Co.tsy. We insure some perishable commodities. 

Mr. McIntire. Do I understand that this experimental program 
is attempting to insure yields only, or are you carrying the risks over 
and above the risk of yle lds? 

Mr. FunperBurK. We are not insuring on that basis, if I under- 
stand what you are asking. We are insuring on an investment basis 
only. In other words, the amount the farmer has invested in this 
crop. 

We are insuring only that, the reason being if he loses a crop he will 
have enough money from the insurance program to start another crop 
year. ‘That is all we are insuring. 

It is a very sound program as contrasted with the previous one, 
when we insured his profits, his gross income, let us say. 

Mr. McIntire. You are attempting to get an investment figure 
which represents what: the overall investment including interest on 
the value of personal and real property, and including a fair return to 
the operator, or are you trying to direct your liability against the out- 
of-pocket cash investments? 

Mr. FunperBurk. It is based on the BAE figures for the cost of 
productioa in each county. 

Mr. McIntire. Are you attempting in this experiment to draw up 
figures of cost in the counties that are perhaps based on your own 
analysis of costs? Are you atte mpting to build up a cost or invest- 
ment record with the people you are insuring as contrasted with the 
BAE figures? 

Mr. FunperBurRK. That is correct. Of course, the rates will vary 
almost farm by farm. In the final result we will know whether a 
farmer is a good farmer or whether he is not a good farmer. We try 








CROP INSURANCE EXTENSION 25 


to determine in the beginning, through the county committee and 
other people in the community, whether or not he is a good farmer. 

We try not to accept him unless he is a good farmer. Obviously in 
an expe rience such as this you get some on W hom the re ports are good 
and who will not be as good a farmer as he should be. 

Mr. McIntire. Does the man who is buying this policy have any 
leew ay in selecting a percent of coverage on his investment? 

Mr. Funprersurk. No, sir. 

Mr. McIntire. Does he have a choice as to the size of the policy 
or is it based on the BAE figures? 

Mr. FunpERBURK. It is based on his acreage planted in the insured 
crop. He must insure all his acreage. He cannot insure a percent 
or portion of his acreage. 

Mr. McIntire. If you are insuring an investment, why is it tied to 
acreage? Are you using acreage as a conversion factor? 

Mr. FunpERBURK. You are getting into a very technical subject 
but we will answer as best we can. The theory is to determine what 
the yield should be on his acreage. Then we determine the cost of 
producing that yield. Then the rate is expressed as a factor in that 
overall figure. 

Mr. McIntire. You start off insuring the yield? 

Mr. Funpersurk. No, sir; we do not. We have to have some base 
to go from. For instance, you might have a farmer producing 100 


bushels of corn to the acre. A few miles away a man may produce 
50 bushels per acre as an average. You have to take that into con- 
sideration in determining your rate. These are very technical and 


detailed questions. 

To be frank with you I am not competent to answer all of them. 
Mr. Colby here is our actuary. He will be glad to answer. 

Mr. McIntire. I do not wish to take further time on that although 
I am trying to get better informed. 

One other question: Would it be your observation that along with 
the problem in this experiment of determining what are sound actuarial 
rates, would it be your observation that the experiment also is one of 
developing a sound collection policy in relation to premiums? 

Mr. Funpersurk. Absolutely. I have made a study on that and 
we now have in the planning stage and just cannot, shall I say, expose 
it at the moment, because we are still thinking about it. 

Mr. Laidlaw, the new manager, came in Monday. I have been 
there only a few weeks. I explored the program with an idea to find 
weaknesses. I do not presume to be able to find all of them nor do I 
presume to find all of its strengths. I think it has very fine points and 
it is a good program over all. One thing that I noticed in the very 
beginning, was the large accounts receivable. It is one problem we 
have already attacked. 

We have discussed it with our personnel and we think we can 
tighten up. As I illustrated a moment ago in answer to a similar 
question, the experience from 1948 to 1952 is much better than it was 
prior to that. In other words, we have already made some 
improvement. 

I think with the suggestions we now have in mind, if we finally 
decide to carry them through, that we will get a much tighter control 
on accounts receivable. 
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Mr. McIntire. Of course, on the part of the farmer who is not 
partic ipating in price supported crops it is interesting to make the 
observation that this insurance is primarily in the area of price- 
supported crops and that you have price-supported operation on one 
side and accounts receivable on the other. It seems that we ought 
to get the Government together. 

Mr. Funprersurk. I agree with the direction of your thinking 
100 percent. I expressed earlier that we were experimenting to 
find out at what level we can put rates that will carry the load that 
must be carried and still have the farmer willing to carry them. 
Beyond that if he decides to carry it himself that is his business. 
He can make that determination in any other field of insurance. 

Mr. McIntire. Thank you. 

Mr. Hiii. Mr. Golden? 

Mr. Goupen. Ordinarily speaking, when do you collect these 
premiums on the various crops? 

Mr. Funpersurk. That is a field in which we have to do a lot of 
work. Here is the way they have been doing the job in the past. 
They have been going out and selling the contracts at any time. 
Let us take spring crops as an illustration. They have been selling 
them at any time during the fall or winter or just before. They have 
a cutoff date for each crop in each area within which the farmer 
must take the imsurance and haveeal that he cannot get it. Of 
course, the reason for that is obvious. They sell him a contract and 
a month or several months later when he finally decides how much 
he is going to plant in each crop they go back to him and get an acreage 
report which is the basis of determining his premium, 

That report goes into the accounting office and they figure out 
what the premium is and mail a bill to the farmer. Copies go to the 
county i ople who administer the program and then they try to collect. 

Mr. Gotpen. Is that before his crop matures or after? 

Mr. Funpersurk. They try to collect before his crop matures. 
A large percentage of them are not collected until the crop does 
mature. So we are extending credit to that extent. 

Mr. Goutpen. Did I understand you in answer to Mr. MelIntire’s 
question say that you had a study going to try to improve the col- 
lection of these premiums? 

Mr. FunperpurRK. Yes, sir, we do. 

Mr. Gotpren. When you insure these various crops, wheat, corn, 
cotton, and tobacco, how long does the insurance stay on the crop? 

Mr. Funpersurk. We have now what we call a continuous policy. 
Originally they were written for only 1 year. There are many reasons 
why they should have a continuous policy. I am in agreement with 
those reasons. I think they are good. One reason that the corpor- 
ation should insure for a period of years is to prevent selectivity. 
The farmer should not have the selection so he can insure in any year 
after he has had privilege and time enough to judge the weather con- 
ditions, soil, moisture, and all those things that he can judge. 

Mr. Cotsy. Today the —, is conti nuous and it stays in effect 
until canceled by the insured or by the Corporation. 

Mr. Gotpen. Generally speaking there are no private insurance 
companies that insure crops in the field? 

Mr. Funpersurk. That is correct. 
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Mr. Gotpen. But there are certain insurance companies available 
to farmers where they can buy insurance after there are grains in the 
grainery or the tobacco is in the grain barn? 

Mr. FunperBurRK. Thatis correct. You have insurance companies 
that will insure against hail on growing crops, mutual companies. 

Mr. Goupen. That is all, thank you. 

Mr. Hitt. Mr. Harvey? 

Mr. Harvey. It has come to my attention—and I have had a few 
complaints, not too many in the past—-that in one of the coun ties in 
my district where crop insurance has been in effect it is difficult to 
get unhitched from the program. I have followed up a few cases 
Invariably as I attempted to determine the right of the question that 
came to light, the people had not given formal notice of their desire 
to have their policies canceled. They may have given veshaks notice 
but had not given a written formal notice. 

[ just wondered whether it is going to be the policy of the Corpora- 
tion in the future in the administrative end of it to insist that all 
policies can only be canceled by formal notice. 

Mr. Funpersurk. The administration will explore every field of 
the Corporation’s operations and that is one where we have had some 
complaints as you have said. 

Just what is the best thing to do is hard to say, sir; because after all 
a policy is a contract and it is a contract between two parties to do 
certain things. Each must do certain things. If the farmer wants 
to cancel, he should have the privilege of canceling. He should, 
the same token, give notice of his intention to cancel because the 
Corporation is out on a limb, so to speak, they do not know just what 
the exposure is, they do not know whether the ‘y have one or whether 
they do not. 

| live with farmers every day of my life. There is not a week goes 
e that I do not attend a board of directors meeting of some farm 
organization. I am with them every day. I know how they run 
their business and frankly I run mine sometimes the same way, and 
forget some things I should do. 

I think we ought to give some consideration to this point that you 
are talking about. We would be glad to have your suggestions. — 

Mr. Harvey. I, too, am a farmer and I worked with farmers all 
my life. I know that it is not alone confined to the experience of your 
Corporation. It is most difficult to get a farmer to write a letter oa 
any subject. 

Mr. FunpEerBuRK. I agree with that 100 percent. 

Mr. Harvey. It is also true that farmers will spend a half day 
and drive 40 miles, if necessary, rather than write a letter. 

Having that fact in mind it seems to me that the Corporation could 
and should give some attention to a simple, easy method of permitting 
those who may wish to do so to disaffiliate. 

I am not asking these questions in a critical sense at all, but I do 
know it is frequently impossible to expect farmers to carry out the 
same business-like correspondence that you would find in a retail 
establishment, for example, or a manufacturing enterprise. 

There is one other question and that has to do with landlord-tenant 
propositions. Does the Corporation permit a tenant to insure his 
half of the crop without the landlord being a party to the program? 
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Mr. Funpersurk. Yes. We have a sharecropper contract now 
that is available to him and available to his landlord, too, if he wishes. 

Mr. Harvey. Or vice versa. The landlord could insure his share 
of the crop and the tenant would not necessarily need to be a party 
to it, or they could both join in the contract? 

Mr. Funpersurk. That is correct. 

Mr. Harvey. Suppose a tenant became involved in a delayed pay- 
ment or failure to pay his premium and the landlord also had a contract 
to insure his half of the crop. Would the landlord thereby be made 
liable for the tenant’s failure with regard to premium payments? 

Mr. Funpersurk. That is one I will have to get expert help on. 

Mr. Cotsy. No, he would not, unless he endorsed the note. He 
would not be liable. 

Mr. Harvey. That is all, Mr. Chairman. 

Mr. Hinu. If there are no further questions, Mr. Funderburk, we 
appreciate very much your forthright and straightforward approach 
to the questions that we have asked you and the way you answered 
them. 

Mr. Funpersurk. I appreciate the opportunity of appearing here 
and I hope I have given helpful answers. I will be glad to submit 
any further information you may wish to have. 

If | may make another statement, I had not intended to do it be- 
cause we were content to let it go, and I do not suggest it now as 
absolutely essential. At one point in your present law—and the 
reason I bring it up is because Mr. Andresen touched on the question 
ibout reinsurance—at one point in your law you say that your Corpo- 
ration may reinsure any company, private Insurance company, that 
wants to write crop insurance, but it is limited to only 20 counties. 

In other words, you cannot olfer to reinsure underwriting companies 
in more than 20 counties. It is not important now because I do not 
think we have any grand rush of insurance people wanting to work 
with the Corporation. But sometime, in order to make it realistic | 
think we are going to have to expand those counties from 20 to some 
reasonable figure because no insurance company would be willing to 
come in and spend time and effort on only 20 counties. 

There just is not sufficient volume there. It is something that | 
think we should think about for amendments either now or later on. 

Mr. Hitt. Thank you very much. 

Without objection the statements of Congressman Lee Metcalf and 
the Chamber of Commerce of the United States will be included in the 
record at this point. 

(The statements referred to above are as follows:) 





STATEMENT By Hon. LeE MertcaLtr, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF MONTANA, ON BEHALF OF H. R. 4211 


Mr. Chairman and members of the committee, I certainly favor H. R. 4211, 
which like my bill, H. R. 4162, would extend for 4 years the authority of the 
Federal Crop Insurance Corporation to expand its program into additional 
counties. 

We are rightfully spending a lot of money on behalf of the family farmer, as we 
also are doing on other segments of oureconomy. We are seeking adequate price 
supports, available credit and better markets for him, realizing the direct relation 
of his prosperity to the national well-being 
But natural disaster—flood, drought, hail, insects, plant epidemics, and the 

if | by wiping out a crop, reducing the harvest, 


these prograt 





ture or range, and necessitating relief expenditures 
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Federal Crop Insurance provides a means whereby the whole people can protect 
themselves, as well as farmers, against part of the economic shocks of natural 
disasters 

Che experimental operations of the Federal Crop Insurance Corporation in the 


past 6 vears has been highly successful in the 800 counties served. his service 
should be made available to farmers in the remaining 2,200 counties and should 
be expanded to cover additional crops. It will help fill future national needs for 
increased production of food and fiber, help maintain farm purchasing power as a 
contribution toward an expanding national economy 


Che all-risk Federal crop insurance, as you know, is different from any sin 
risk coverage provided by private insurance companies and, therefore, is not 
competitive 

I hope this bill will receive the unanimous support of this committee 


CHAMBER OF COMMERCE OF THE UNITED STATI 


Hon. Cuiirrrorp R. Hopt 
Chairman, House Committee on Agriculture, 
House Off e Bua ding, Washinator 25, dD. ¢ 
Drar Mr. Hore: The Chamber of Commerce of the United States opposes 
legislation to expand the Federal ¢ rop Insurance ( orporation on a subsidized 


basis for an indefinite period as embodied in H. R. 4211. The chamber urges 
placing the crop insurance program on a financially sound, self-sustaining basis 
before any authority is granted for future operatio1 

Che Federal ¢ rop Insurance Corporation, as originally established and operated, 
embraced some 2,500 counties in the United States Its activities resulted 
severe financial losses. Five vears ago the program Was reorganized and authorized 
to operate on a limited, experimental basis. It is clear that Congress intended 





that the Corporation should operate in such a way that it would effectively demon 
strate the feasibility of a sound crop insurance program Che national chamber 
believes that this intent should be recognized in consideration of presently pending 
legislation 

As presently operating, however, the Federal Crop Insurance Corporation is 
subsidized by the Treasury to the extent that all administrative expenses are paid 


from general revenues. This means of providing insurance below actual cost 
results in a demand for the service which is artificially induced by the inadequate 
premium. So long as the crop insurance program operates on a Federal subsidy 


and in inadequate premium, it fails to demonstrate the feasibility of financially 
sound crop insurance 

The national chamber believes that any authorization for future operation of 
the crop insurance program should include conversion to a self-sustaining basis 
by a single adjustment or periodic rate revisions until the rates adequately reflect 
administrative expenses. 

I would appreciate it if you would make this letter a part of the record of your 
hearings 

Cordially yours, 
CLARENCE R. MILEs. 

Mr. Hitu. The next witness is Mr. Gus Geissler At one time he 
was director of this corporation, if I remember correctly. Mr 
Geissler, will you take the stand and give your name for the record 
and your position. You are representing this morning the Farmers’ 
Union. 


STATEMENT OF GUS F. GEISSLER, ASSISTANT TO THE PRESIDENT, 
NATIONAL FARMERS UNION 


Mr. Getssuter. That is correct. Iam G. F. Geissler, special assist- 
ant to the president, National Farmers Union 

Mr. Chairman, I have a prepared statement. If it is your wish, I 
would like to read that statement 

It is a real pleasure to appear again before this committee. There 
has been much talk about a nonpartisan farm program for many years 
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In the past when I have appeared before this committee or worked 
th its individual members, | have always felt that | was dealing with 
tatesmen who recognized perhaps even better than I the importance 
to the continued and future strength of this Nation of a nonpartisan 
rm program—one designed to benefit not only the present but future 
nerations, as well built and protected by statesmen who would 
ealously guard it against the whims of political expediency or the 
eakness that inevitably follows when the national interest is bent to 
erve special interest 


I know most ol the members of this committee well. We have 
worked together in the past for the good of the American farmer, not 
because he needs or seeks special favors or assistance, but beeause 


history has taught us, if not all of our fellows, that our national welfare 
today and tomorrow rests squarely on the well-being of the Nation’ 
farms and farmers 

In our past dealings we have always put our cards right on the table 
Although I appear be fo: re you in a different capacity than in the past 
when [| held administrative responsibilities in some of the programs 
which you fashioned and we worked together to improve, | want to 
assure you that my cards will always be played face up before you and 
| know that you will do the same with me and all other American 
farmers 

Today I appear to testify regarding the crop-insurance program. 
This a part of the farm program that is very important to me and to 
many of you. I have spent many years working to develop it and 
some of you deserve the credit, as you well know, for the existence 
and progressive development of this basic part of any soundly con- 
ceived, long-range farm program. 

\s a manager of the Crop Insurance Corporation, I was always 
very proud of the fact that this program was strongly supported by 
the farm leaders of both parties. Leaders in both parties can claim 
credit for the guidance and the vision that has brought this program 
to the point where it can and should be the very cornerstone from which 
the farm program of the future is built. 

I believe that you understand the tremendous potential service of 
the crop-insurance program to the Nation’s agriculture and conse- 
quently the national economy. Most. of you probably appreciate 
the great service that it has rendered in stabilizing the position of 
many farmers in recent years operating on only a very limited basis 
both from the standpoint of the areas where it was available and the 
crops insured 

The groundwork has been laid. but the structure has not been built 
and will necessarily be a long time building. There is much experi- 
mentation still to come in this program. It has traveled a rather 
rough road to date. Much has been learned. Major improvement 


has been made. The goal that can be reached is well re the money 
and effort that has been and will be required to reach it. The goal 


is of such importance that progress toward it should be aeas watched 
and jealously guarded. I mention this only because there is always 
danger that those whose vision is too shortsighted or whose interests 
are too specialized to see the structure that can be built from the 
foundation that is being laid can tear down what has been accom- 
plished to date. 
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Steady unprovements some major in nature in be made by th 
xdiministrative personn | if the ontinue to have the vision of the 
potential servi ol this program that they have in the past if they 
continue to keep before them and strive to reach the goals that vou 
have pointed. The start ‘have today on all-risk crop insurance 

| produci f the thought ana vork of peopl keenly interested in 

ttaining the objectives which led to the start of this program 
Objectives Ol such importance that vou have persist sometimes 
gainst rather heavy odds and very limited understanding of these 
objectives, in keeping the program under way 

AS W » all nKiOW, what peo] lc have built eOoODK vith other lnterests 
Can ae troy The price Ol progress like that I democracy s 


eternal vigilance 

Progress on crop insurance, | know from experience, will be mate- 
rially aided DY authorizing room for expansion to be made in line with 
experience and Det ded experime ntation on new programs and methods 


of administration. The service potential that exists for all-risk crop 


I 


insurance is such that there is much experimenting that needs to be 
done while operations of the established insurance plans are expanded 
to additional farmers and areas on a conservative basis. 

H. R. 4211 would provide the room for such expansion and experi- 
mentation on a basis which is very soundly conceived at this point in 
the deve lopment ol crop msurance protection. 

The expansion of 100 counties per year would be quite adequate and 
would permit expansion in line ga experience without scheduling 
the expansion for specific crops or limiting the country programs to 
just one insured crop 

It would enable the Corporation to offer insurance in a new country 
on more than one crop if it was desirable in order to provide better 
crop investment protection than would otherwise be possible. 

It would permit a more adequate expansion of insurance protection 
in some areas and, in effect, would direct the Corporation toward 
operating county programs with more adequate protection than is 
the case in some counties today since adequate protection in these 
counties requires insurance on at least 2 or 3 crops. It would be 
sounder expansion in new counties where the need exists to start 
protection on the several crops to be insured at the same time instead 
of starting one program and adding another later. 

It would be in the interest of sounder operations to provide protec- 
tion of a mé wor portion of the crop investments 7 more counties. 

it would also provide needed leaway for the Corporation to offer 
protection In a county with an established Insurance program on 
crops of major importance to some farmers but not grown regularly 
by a high enough percentage of farmers to justify the establishment 
and maintaining of an insurance program on this crop alone. 

in connection with the development of the multiple crop ore 
which is of major importance to the future of crop insurance, this _ 
also would open the way for a needed test of a multiple contract unde 
which premiums would be considerably higher than under the present 
plan but loss adjustments would be made on individual crops. There 
has been much demand for such a plan from the time that the first 
multiple program was started. It — to be tried. 

Probably one of the soundest steps that could be taken toward 
developing a stronger and more adi accepted multiple plan of 
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insurance would be to offer the farmer the alternative of the higher- 
cost plan with the individual crop loss adjustment or the combined 
crop protection at a lower premium. There is sufficient indication 
that this single crop adjustment plan would appeal to more farmers 
and provide the smaller farmer more adequate protection that it 


] 


should be given a real test 


There is also some indication that in certain areas experience is 


likely to show that the catastrophic loss risk from drought is so great 
that little credit for diversification can be soundly offered. However, 
I would like to point out to the committee that [ have reason to be- 
lieve that a few countywide disasters in multiple crop insurance are 
causing undue alarm and May easily lead to retarding progress on this 
important insurance plan. ‘This plan is in an early experimental 
stage. A few heavy losses should not be followed by drastic altera- 
tion of the protection that has been offered farmers in the counties 
where these catastrophes have hit 

The basic purpose of the insurance program is to heal the worst part 
of the financial wounds that such crop catastrophes inflict on farmers 
and their families Where these disasters have struck it has done a 
tremendous job for the people that I would hate to see fear or an 
attempt to predict the future on the basis of the worst years in the 
lized instead of a little more practical 
experience as the majo” influence in making changes 

I have a reasonably good background for this concern. The wheat 


program is operating quite successfully today and shows a total ex 


crop history of these counties uti 


perience since its start of premiums almost in balance with losses paid, 
but this program operated for 5 straight years with indemnities ex- 
ceeding premiums before experience and strengthened legislation 
reversed this trend. The multiple program possibly has reached a 
similar position to the early wheat years in its development and should 
not be sacrificed or its concept of operation radically changed without 
further experience and experimentation 

In dealing with crop insurance it must be always kept in mind by 
those in position to influence its success or failure that there is no in- 
surance experience from which to draw that is comparable to all-risk 
crop insurance. This experience must be built. There are some who 
mav have the erroneous idea that experience from hail or fire insur- 
ance—special risk crop protection that is offered farmers by private 
companies—can guide the way toward strengthening crop insurance. 
Perhaps from these private insurance plans guidance toward major 
improvement and reduction in administrative costs can be found. 

However, this is a far different matter than the development of the 
protection itself, Fire and hail risks can be predicted and spread 
on a mathematical basis that will never be possible in all-risk crop 
insurance. There are numerous reasons which are not too difficult 
to recognize with a little thought and study, for example the tremen- 
dous difference in risk between an all-risk plan and a special risk plan of 
insurance. Obviously vou can move toward mathematically sound 
ground much faster by limiting the risk than you can by limiting the 
coverage. There is a world of difference between all-risk crop insur- 
ance and the special risk insurances offered. 

There is also a world of difference between the basic objectives that 
are involved. If there were not this great difference, private insurance 
would be far into the field of all-risk crop insurance today and the 
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task would not still be before us of dey ‘loping this me eded nsurance 
protection to put a floor under the extent of disaster for the individual 
farmers and through the cumulative effect of cushioning the full 


{ 


1 : 
Impact of crop failure to brin increased stability to the Nation’s 


agriculture Stability that adds streneth for the Nation’s future by 
strenecthenineg the posit on ot ts basic asset its people 

| hope that e ery person In this room has sufficient understand ne 
of what crop Imsurance ¢ in and is doln to see tl ] 


not be subordinated to a secondary role wh e mayor attention S 


devoted to seeing whether this insurance can be developed so that it 
will be a profitable deal ior new or XISUiNS: private Imsurance com 
panies. I have just as sincere a desire as anvone in this country to have 
such protection a allable from private sour Hlowever | have, due 
to mv service as manager of the Corporation. a clear understanding 
that the risks involved in all-risk insurance are such that those who 


are dreaming of the day when private capital will assume these risks 
if premium income is inadequate are actually dreaming If this is 


} . ] i] 
so you only need to talk with clear-thinking private insurance repre 


sentatives for a short while to learn that thev are not seriously con 
sidering a contract as broad as the all-risk policy or assuming a risk 

1 , , , = ' . 
as great as that which must be irvived b\ ’ ry crop planted and 


produc d under the open sky. 
) ] “Wee 41 4 ‘ j +} — mt! 
Perhaps some will feel that this is stating the case rather bluntly 
If it is, | can assure you that some very outstanding private insurance 


peopl have stated it just as bluntly to me Let's keep the cards up 
in full view on this matte? Until such time as prot can be made 
from ail-risk crop msurance the interest of private capital is going to 
be academic as far as offering similar protection is concerne d or even 
worse it Mav in some instances be antagonistic and even bitter among 
some who ee! that the Government is competing tor imsill ince dollars 
that otherwise might find their way into their business DB the same 


line of reasoning, they have competition for the dollar too from the 


fact that people have to eat to live By a better line of reasoning, 
they can recognize that crop insurance indemnities can and have paid 


premiums that otherwise could not have been paid for other types of 


insurance. Crop insurance is protection for the private insurance 


agent’s business just the same as it is important protection for the 
businessman with whom insured farmers deal 


There is a great deal of dodging around these factors that I have 


just mentioned. Some of it takes the form of insisting that admin- 
istrative costs should be included in the premiums charged farmers 
for crop insurance protection. One reason advanced is that other- 
wise this will never provide the experiment that was intended. To 


t 
these people the purpose for which crop insurance was initiated was 


to discover a way that private business could make profit from this 
type of insurance 

All-risk crop insurance was born from a great deal of misery and 
disaster on the Nation’s farms whose influence extended far beyond 
the farm front. It was intended as a businesslike method of protect- 
ing our farmers against the need to stand or fall without remedy 
under the force of crop disasters due to causes beyond their control. 

Its basic purpose was and is to provide a needed insurance pro- 
tection for those who STOW the food and fiber so essential to the well- 
being of either the panhandler or the millionaire. If this can be done 
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so successfully that businessmen can take over this job and make 
a proiit while providing this great service to the country it will be 
wonderful, but it will still not be the purpose behind all-risk crop 
insurance 

History reveals that many men have been led astray by false 
prophe is l sincerely hope that this will not happen in the case of 
crop msurance. It could, and quickly, if providing this needed pro- 
tection for farmers was relegated to a secondary position, with the 
search for ways and means for making private profit taking over 
the primary concern of those responsible for its operation. 

If | can go back for just a moment, I would like to make | more 
comment regarding H. R. 4211. It provides that local producing 
areas bordering on a county with a crop insurance program may be 

hange is very much in the 


interest of more efficient administration and sounder operations 


included in the county program Chis ¢ 
way to bring insurance to these local producing areas 
I can assure you that in 
these instances it is difficult to get the farmers just across the county 
line, who consider themselves part and parcel of the local producing 
area, to understand why they cannot have the same imsurance pro- 
tection as their neighbors. These situations are not too numerous 
so this improvement in administrative freedom would not work in 
the direction of authorizing expansion of existing county programs to 
any major extent. It would make it possible for the Corporation to 
correct some difficult situations and improve the efficiency and perhaps 
the soundness of its operations in some instances. 

Authorization of expansion would be in the interest of MOoVpe 


and very frequently such situations exist 


| f } } } 
torward toward accomMmplisoame the bast purpose ol ti wt which as 
+ ] : 

stated in the act is 

t promote the national welfare vy improving the economic stability of 
agriculture through a sound system of erop i rance and providing tl leans 
for the resear and experience helpful i evisi nd establis gsu iranes 

: a 
J respectfully submit that this ybiect ve is a very worthwhile one 


and that its attainment will directly benefit not only the farmer but 
the entire Nation, not only today but tomorrow as well We owe it 
to the future to move steadily forward toward the attainment of this 
objective 

In the past Mm the capacity of manavet of the Corporation, | have 
stressed to this and other committees the importance of several prin- 
ciples and policies which are absolutely fundamental in my opinion 
to sound crop insurance operations. If vou will bear with me for 
just a few minutes longer, I would like to comment briefly on just a 
few of these. 

First, there is the absolute necessity for developing understanding, 
acceptance, and recognition among our farmers that crop insurance 1s 
insurance protection which fits into his farming picture as a basic 
part of good business management This will come slowly There 
are many things to be overcome before even the majority of farmers 
in all States can be brought through continuous and intensive education 
to this viewpoint. Personally I think that we have hoped to move 
too fast in this direction in the past and would have built a stronger 
foundation if we had put less en phasis on number of contracts and 
more on the understanding that led to the insurance signature that 


results in a farmer becoming a continuing polievholder 
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Second, the program must be as acturarially sound as experience 
can make it, and of course, as the unpredictability of mother nature 


will permit. Local people need to have a direct interest in how 
soundly and efficiently their insurance program is operating. Reserves 
must be built as rapidly as sound operations will permit. In this 


connection there is a pitfall that must be avoided from the standpoint 
of enabling the program to render maximum service. This is the 
tendency where disaster puts a county program far in the red for 
actuarial people to want to walk away from the loss by eliminating 
the county from insurance on the basis that a sound program cannot 
be developed 

In an insurance program in which losses occur with the frequene 
and to the extent that they do in crop insurance you are always roing 


to have counties and areas that are in the red. This does not meat 
that you cannot build back from this deficit position. It has already 
been done in many counties. LH profit were the primary purpose of the 


iB ] - } + | ] 
all-risk insurance program, such areas would naturally be avoided 
and operations expanded cat a from the areas of least risk 


It must be recognized in developing and operating the crop-insur 
ance program that there is great ne od for insurance in these areas that 
ro into the red through no fault of their own it is in such instances 


that the crop insurance premium dollars provide a tremendous 
service—one that cannot be measured by anv normal dollar-and 
cents yardstick. It should be the objective of the insurance program 
to develop the soundest possible program for these countries so any 
tendency of those too concerned with immediate profit and loss to 
give up on such difficult problems must be restrained. Otherwise 
vou would be moving in the direction of restricting the crop-insurance 
program to those areas where experience indicated the least need 
for it from the standpoint of the losses paid. 

Third, the program must be developed to provide the insurance 
protection that farmers need. Although this development must be 
in as practicable and simple a manner as possible, variances of local 
needs will necessarily prevent it from being uniform. Experience will 
gradually guide the way toward fitting the insurance more closely 
to the needs of different areas and farmers. This can be brought about 
most successfully through development of a highly trained and 
thoroughly backgrounded crop-insurance personnel. This is a special 
field and effective improvement of programs or administration will 
follow closely the development of the special abilities and experience 
required by the personnel involved to make this progress. 

I recall that frequently and forcefully Mr. James B. Cullison, Jr 
former member of the Corporation’s Board of Directors and an out- 
standing expert in the rain-and-hail insurance field, stressed to us 
that we could progress toward our objectives only to the degree that 
we were able to increase the number of people trained and equipped 
for the very special job that all-risk crop insurance is. 

This is an administrative problem that has been a major obstacle to 
progress in some instances. It can and should be corrected. This 
may prove rather difficult if immediate economy is overe — sized 
to the detriment of service and progress. For example, the Corpora- 
tion may very easily be attempting to carry too heavy a workload this 
next year with the expenditure of about the same amount of heavy 
administrative funds as they have had in 1953. Please understand 
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that I am all in favor of this being done if it is at all possible, but I 
hope that it does not result in a staff wrestling such a heavy routine 
workload that there is not time or personnel for the progress and the 
improvements that should be made. 

| could continue with quite a list of these points that have emerged 
from the actual experience of operating the crop-insurance program. 
but I feel that I have already taken perhaps more than I should of your 
valuable time. Iam sure that you will forgive me if I have erred in 
this respect, because you know how deep my interest in our crop in- 
surance program IS. 

Mr. ANpRESEN. We thank vou for vour very constructive state- 
ment, Mr. Geissler. I remember very well when you helped to salvage 
the old insurance program and your work in trying to make crop 
Insurance a sound, workable program for American agriculture. I 
appreciate what you did when you were manager of the Corporation. 

Mr. Getsster. Thank you very much, Mr. Chairman. 

Mr. ANDRESEN. Mr. Hill? 

Mr. Hity. I have a question or two, Mr. Geissler. 1, too, remember 
well when we had our subcommittee meeting in this very room and the 
discussion was quite lengthy on whether we should continue or write 
this program off. As far as I am concerned I am very proud of the 
part [ had in that because I still think it is one of the real, outstanding, 
forward-looking insurance programs that we can afford to spend a 
littke money on for agriculture. When we first started in, I can 
recall what you said, Mr. Geissler, as manager of this Insurance 
Corporation, that we ask you about gettmg private msurance 
compames to reimsure 

Can you expand a little on your ideas on that at this time? How 
far can we go? 

Mir. Gerssier. I think if you remember, Mr. Hill, I made that 
suggestion to the committee when we revised the legislation in 1947, 
and it was my hope that we could get mutual or other private in- 
surance companies to undertake the offering of an all-risk crop in- 
surance policy in certain areas and reinsure with the Federal Crop 
Insurance Corporation as a protection against excessive loss. I think 
I have testified before this committee several times since that provision 
was originally put in the act that in spite of rather strenuous efforts 
to try to get someone interested in the private field all during the time 
that I was with the Corporation, we were not successful in doing it. 

In discussions that have taken place since I have been with the 
Corporation—because I was on the Board of Directors until I separated 
from the Department of Agriculture—-to my knowledge nothing has 
progressed to the point where there is anything in the immediate 
future that would indicate that private, mutual or otherwise companies 
might go into this field. | remember on one occasion I| tried very 
strenuously with a large mutual company in the Midwest and even 
went so far as to trv to get them to undertake it, that we would take 
all the risk and give them a certain percentage of premium income as 
administrative funds from the appropriated funds that Congress 
had appropriated, but even with that kind of proposition we were 
unable to interest anyone. 

Mr. Hitt. Do you think that was due to a considerable degree 
because of the lack of acturarial information that has been developed 
over a long period of years? 
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Mr. Grissier. I think that certainly was a factor in it. I think 
also—and this is not just opinion on my part, some of the folks 
indicated this to me—that if they were to go into something like this 
they would ae be going into it with the idea that eventually 
they could be handling this sort of insurance in their field. Some of 
the folks that I discussed this with most serioulsv felt ~ such a 
thine was probably quite impossible if they had to operate it on the 
basis of a private insurance enterprise, and that their administrative 
costs added to the regular premiums that they would have to charge 
for carrying the risk of loss itself would make a premium structure so 
high that they would not be able to sell the business 


Mr. Hitt. You heard the testimony of Mr. Funderburk. He 
thought that an increase of premiums of 25 percent might make this 
self-sustaining Do vou agree with those figures? 


Mr. Grtssuer. | think the statistics show that 

Mr. Hit. Are we actually that close? 

Mr. Getssier. | think the administrative costs of the Corporatio 
have been running in the neighborhood of 25 percent of the premium 
income. With your permission I would like to make this comment: 
That is not a uniform ration throughout the United States. In the 
State of Montana, where farms are large and where the risk is rather 
high, so consequently you have a fairly high rate, your administrative 
cost ratio—speaking from memory, now, which goes back a vear or 
two—vyour administrative cost ratio was about 5 or 6 percent of the 
premium income 

I don’t think there is any question but probab ly vou would wh hurt 
the program too badhy in Montana if you ad lded that administrative 
cost to the premiums in that State 

But in the areas where you have small farms and low risk areas, 
I think probably in vour State of Indiana, Mr. Harvey, vou would 
find that on the smaller acreage, the lower-risk area where the premium 
of necessity —because the bee s lower—is not as high, oar admin- 
istrative costs are probably running around 60 or 75 percent of the 
premium income 

Mr. Harvey. Would the gentleman yield? Mr. Geissler probably 
is referring to a discussion or to colloquy we held last year on this 
very subject in which the cost, the administrative cost in areas such 
as my own State of Indiana represents, it was brought out that the 
administrative costs have been rather high, and that apparently there 
was no ready or easy answer to that problem of how we can make the 
costs more in line with what a commercial — would regard as 
sound. We have the further peculiar problem in Indiana, and it is 
true in many other Midwestern States where on have a variety of 
crop production, that the farmers have a tendency to want to insure 
only those crops that are of a so-called hazardous nature. 

There wouldn’t be much point in my section of Indiana in a farmer 
insuring his corn crop because it is such a consistent producer year in 
and year out that he could carry and would want to carry his own risk 
But in contrast to that, in the winter wheat crop area it is a very high 
fluctuating crop and for that reason you would find a great many 
farmers thinking favorably of crop insurance. 

This has more or less delayed selling the idea of an all-ecrop insurance 
program to farmers in that tvpe of area 
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Mr. Getsster. Of course you can add 25 percent of the premiums 
to all the premiums in the country uniformly but the thing that 
bothers me about that—and I certainly would advise anybody to give 
serious consideration to that—if you will remember in our discussions 
n revising the legislation in 1947, after we had made pretty nearly 
i vear’s study of what our problems were, I pointed out to this com- 
mittee that to my surprise it was my opinion, after studying the 
previous operations from the time of its inception until 1947, that 
vhereas | had come to the Corporation feeling that the loss was due 
largely almost entirely to an inadequate premium structure and not 
enough premium rate, after 9 months of study on it I came to the con- 
clusion that I didn’t know how to divide it percentagewise; that a 
much higher percentage of the loss was due to improper administration 
and things that were being done to the program that were not a part 
of the program, than probably was due to any inadequacy of the pre- 
mium structure 

We also discussed at that time my suggestion as a remedy for that 
that you would have to put each local area on a sort of a mutual self- 
sustaining basis where they would be completely conscious of the fact 
that if they got something in the way of an indemnity to which they 
were not entitled it was going to reflect itself in future higher premium 
for that area 

I don’t think there is any one single thing that we did in the 
revamping of the program in 1947 and the subsequent changes of 
operation which helped us clean it up any more than that one thing, 
that the farmers in the county, all of them, knew that they were not 
just getting a check out of Uncle Sam in Washington, but that when 
they got a check it was coming out of the future payments to the 
farmers in that county If vou were to spread a 25-percent increase 
in premium cost uniformly throughout the United States on all 
premiums you would destroy that mutual aspect which I think is 
slightly fundamental 

You have something here quite different than you have in the 
insurance field 


rates 


Mr. Hitut. Backing up your statement we have a situation in fire 
nsurance in practically every State and town in the United States 
where the premium rate, in Fort Collins, for instance, where I live, 
is not the same as the premium rate in another town of the same size. 
There are reasons. They have a set of rules and regulations, the fire 
lepartment, and the water possibilities, Our fire insurance rates 
ive been reduced several times in Fort Collins the last few years 
he fact we have been very careful with fires and in coop- 
erating with the businessmen, the residents, and so forth 


because of 1 


Mr. Gretsster. I know that is common practice 

Mr. Hitt. We won national recognition I think 5 times out of 7 
in Fort Collins throughout the entire United States, which these fire 
insurance companies give to cities We have done it mostly because 
ff the cooperation of the businessmen You are talking about the 





ine here \ while ago you heard Mr. Funderburk talking 
about fire and hail insurance, with Mr. Andresen. Do you think we 
should still continue to carry the insurance such as we have on 
tobacco for fire, to other programs regarding protection of the crops 
in the bins? 
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Mr. Geissuer. That again, has some history in the past. If 1 


remem ber correctly the history of the tobacco provided fire protection 


while the tobacco was in the curing bin Somewhere along rbout 
1945 | beheve it was that provision was taken out by legislation rhe 
people irom the tobacco grea. | hink would he bette! qualified than 
anvbody else to tell vou what thev ran into as far as resistance on the 
part of the tobacco growers to that provision 

I think vou wo ild find the same situation exactly if you took the 
hail protection out of vour all-risk policy That is a problem that 
was W! every day th at I was with the Corporation We had 
many, Manv discussions about it There certamly is a difference of 
opimion as to what effect hail protection and an all-risk policy has upen 
a private insurance company 

I think the same tl rca be said as to the fire provision I do 
know of some mstances in Mm state o North Dakot } ior example, 
where we have had a State insurance operation, a hail insurance 


operatiol! 
Mr. Hi We have a State hail-insurance program im Color: 


Mr. GEISsSLE! You ean look at the reeord of the hail insurance 


participation in the insurance in North Dakota and vou will find an 


ncrease in participation in North Dakota lust as he merease m ©) p 
insurance stenped up As vo Dut veross the whole fundamental 
yhilosophy { IMSUPATICE \ i VO have to do i vou are vome to se} 
‘rop msurance, evervpvod who sells insurance will reap some benefit 
from tl] fundamental edur inl proces 

The ul protection in D insurance poli 0 mpa le 
t all to the kind of hail 1 ection that vou have 1 private insur- 
nee in fact I ea hy t every Q ul insurance on top 
f my Dm imsurance poli when | have a good crop in prospect 
\Iv « WW ] we policv pro smeiu il m eco comes up to a 
point where about the onlv thing that could happen to ien for me 
to lose it would be hail. Moy «1 insurance protects sat such a 
low level that it would have to be almost a complete hail loss with 
a cood crop before | would collect any indemnit 

[ have something more than a crop insurance ean protect The 
rop msurance protection 1 robably t 9 bushels acre and | have 
a 25-bushel crop 1 want to protect all of it So | put hail insurance 


Mr. H That is something I have never been able to get across 


in our debates in the House, as to how this works It-is altogether 
different than a hail or fire insurance. Sometimes | despair of get- 
ting anvone who lives in a citv, a \ilember of this House, to see that 
we are not talking al 11 h i] insurance or fire msurance, that we are 
talking about 1 trance at the level where the farmer is protected and 
to the exten of the money that he spent to stuart he e1 yp mong 

\1 nk the 


vir. Getsster. | woull like to sav in all feirness that I tl 


farmet resists, and 1 vould be a ereat me, ani vould therefore 
interfere with vour experimental operation \ large percentage ol 
it is psvehological because the losses that we have paid under crop 
Instirance for i i| are ontv about 6 percent ot he ital SSeS \t 
the tin | left the Corporation I don’t thin we had paid a singel 
los on fire ¢ topacco n the par Yet you n hat out and tri 
to sell insurance to the farm 
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Hitt. I have one more question. I have always had the idea 
that the ultimate end of this insurance program could be, in the 
ventuality of it becoming a real program, help in regard to parity 
price or equitable adjustment of farm prices in protecting the farmer 
puts everything he has in a gamble with nature, and in a 
amble whether it would be worth anything when he comes to sell it, 
as a small operator [s it your feeling if this program works out the 
way it should, that it will have, shall I say, a balancing or stabilizing 
effect on farm prices and farm income 
Mr. Geissuter. Of course, Mr. Hill, crop insurance itself, as you 
have it now, is not a price insurance It is a production insurance 
program. ‘Those are some of the things I tried to call attention to in 
mn atement, what are the fundamental things that are involved in 
ile thing. One thing | think we should recognize at the outset 
that the choice is not one between crop insurance and no crop 
nsurance, or crop insurance and no Government cos! I would like 
er this committee to the study which preceded the enactment of 
original crop insurance act 1 don’t remember the figures now 
but | think vou will find in that study that the total cost to Govern- 
ment in a 10-veal period immedia ely preceding the time of the 
ly, was in the neighborhood of three-quarters of a billion dollars 
in the form of agricultural relief to farmers due to crop disaster and 
marginal loans which were necessary because they could not finance 
the planting of another crop or even stay on the farm, a high percentage 
of which were not collected 
So that is what vou start out with. For that period there was 
th ee-quarters of a billion dollars spent for that purpose | under- 


stand at the same time that it was not spent until the man was 
almost out of business, in a relief status. The alternative is the 
possibility, and I think a very good probability, of working out a 


‘ 


crop-insurance program that will meet that in a more orderly way 


that will gis this farmer, in case he has a crop loss, some relief or 
some inden itv. before he is absolutely ba ikrupt and eligible for 


relief so he can go on with business and never becomes a relief client 
of the Government 

I think those are some of the fundamental things that must be 
remembered about this program. I think it ts highly important. 
I don’t want to minimize at all the importance of developing a pro- 
gram as sound as it possible can be from an actuarial standpoint and 
from a self-sustaining standpoint. 1 think we could make a serious 
mistake if we subordinate the original objective, this real, vital sort 
of a thing that we were trying to cet at, : nd which | think we have 
a chance to lick this way, to just a hardheaded banker sort of idea 
that if it doesn’t make money we will kick it out. 

Mr. ANpRESEN. We thank you for your contributions to this 
hearing, Mr. Geissler. ‘The House is in session. I understand Mr. 
John Lynn, of the American Farm Bureau, has a short statement to 
make. 

Mr. Lynn. It is an or 


statement 


Mii ANDRI SEN We will be ola Lo hear you, 








CROP INSURANCE EXTENSION 4] 


STATEMENT OF JOHN C. LYNN, LEGISLATIVE DIRECTOR OF THE 
AMERICAN FARM BUREAU FEDERATION 


Mr. Lynn. Iam John C. Lynn, legislative director of the American 
Farm Bureau Federation | would like to say that we are for the 
crop-insurance program [ would like to read into the record, if ] 


may, our resolution dealing with this program which I thin! 
our View 


< expresses 


‘We strongly recommend that the crop-insurance program be 
placed on a sound actuarial oon and that the premiums charged 
under the program include all cost of the program other than those 
which are properly chargea ble to research and experimentation. We 
will oppose any expansion of the crop-insurance program until this 
is done 

That is the end of the quotation of our resolution. Let me say that 
we recognize full well that this cannot be done in | year or 2 years or 
perhaps 3 years What we would like to see is some evidence. how- 
ever, that the premiums are being adjusted in order to attempt to go 
in the direction of putting this crop-insurance program on an actuarial 
basis. 

We believe that some improvements can be made along that line 
[ would emphasize again that we are very much for this program, we 
think it has pointed the way for a lot of private companies that are 
now beginning to get in the business based on the experience of the 
Federal Government in this field. We are for the continuation of the 
program and we would not like to see it expanded much further until 
consideration is given as to putting this on an actuarial basis. 

Mr. ANpDRESEN. In other words, if I understand you correctly, you 
would be opposed to H. R. 4211, Mr. Hill’s bill, at the present time? 

Mr. Lynn. We would be opposed to part (a) of this bill in expanding 
this program. There might be one exception to that. There are 
some States that do not have any crop-insurance program at the pres- 
ent time. Certainly we would support the Crop Insurance Corpora- 
tion going into those States and beginning the program. But to ex- 
pand at a rate indicated in this bill, until we have done more research 
and experimentation in order to get it on an actuarial basis, we don’t 
think would be wise at this time. 

Mr. ANDRESEN. When the Corporation goes into a State where they 
do not have a program at the present time, would you want to place 
that Stat e or the premiums in that State on a sound actuarial basis? 

Mr. Lynn. No, sir. I don’t think so, because this resolution clearly 
SaVs thet except for the experimentation that is necessary in order to 
ficure out how to get it on an actuarial basis. Mr. Andresen, we do 
not think that this can be done in 1 year or 2 years, as I said before. 
We would like to see some objective set forth so that we could antici- 
pate over the next 4-, 5-, or 7-year period that the crop-insurance 
program would be on an actuari: il basis 

Mr. ANpRESEN. Are there any questions? 

Mr. Hii. Yes. You are not finding fault with the body of the 
bill? I have had objections from your own members in my area in 
the wheat district, where the county line runs, and they can't také 
them in the other county because the area is in another county 
We are trying to protect that in the bill. You don’t object to that? 
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Mr. Lynn. In your experience in the State of Colorado, in a county, 
if it has been proved successful we would see no objection to going into 
county X that is adjoining the county. The poimt that I want to 
get across 1s that we are not for the creat expansion of this bill into, 
let us say, a hundred new counties each vear—I know this bill savs 
“up to’’—until we have had some thought given to putting it on an 
actuarial brsis 

Mr. Hi The present law allows more than that We are re- 
stricting it, not expanding it. Really and truly this bill restricts the 
program 

Mr. Lynn. If that is the purpose of the bill, we are for it. 

Mr. ANDRESEN. You are the author of the bill 

Mr. Hitxi. | am sure you can have one-hundred-and-fifty-odd coun 
ties under the law 

Mi ANDRESEN Your proposal may also be construed to take LOO 
additional counties in addition to the 180 counties 

Mr. Lynn. It could be 

Mr. Hinz. I do not think it could It says “LOO counties 3 Re 
membe1 that the legislation is still in effect and your owl organiza 
{ \ ts it extended 


I 
Vir. Lynn. If in this committee, in reporting out this bill, you 


should say it is our firm judgment we should start this out by getting 
1s on an actuarial basis, and our approval of this bill is based on the 
assumption we are gomg to take steps in that direction over the next 
{-. 5-, or 6-veal period 
Mr. Hitt. We could easly put that in the report ‘here is no 


reason whv we shouldn’t Say tha 


Mr. ANDRESEN. Let me read the new language 
‘Beginning with the crops planted for harvest in 1954, crop insur- 


ance may be offered each year in not to exceed 100 counties in addi- 
tion to the number of counties in which such insurance was offered in 
the prececing Vear - 

Mr. Hii Let me read what that re placed 

Mr. ANpDRESEN. That would mean 280 counties for 1954 as a 


maximum 
Mr. Hitt. You are talking about maximum. We are talking about 
new counties Let me read what that repl Ces That replaces this 


: i 
i 


lancuage, and re member | am quoting Nr feamburger, (Reading: | 


Insurance shall be limited to producers in not to exceed 200 counties in the 
ease of wheat. 56 counties in the case of cotton, 50 counties each in the case of 
corn and fiax, 35 counties in the case of tobacco, 20 counties in the case of any 
other agricultural commodity, and in addition 50 counties in the case of multiple 
crop insurance, provided that beginning with crops planted for harvest in 1950 
and continuing through the crops planted in 1951, 1952, and 1953, the number 
of counties for insurance on wheat, cotton, corn, flax, and tobaeco and for multiple 
crop insurance may be increased each year by and not in excess of 50 per centum 
of the number of counties specified above 


that means each one of them can have a 50-percent increase 

and the county limitations specified for other insurance may be similarly increased 
as to any agricultural commodity after insurance for such commodity has been 
provided for 3 vears 


e If I add it up correctly it is much more restrictive. We agree, and 
I am sure Mr. Geissler’s testimony and Mr. Funderburk’s testimony 
agree that what we are trying to do is to stabilize it and put it on a 
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reasonable and progressive basis to develop a program for some type 
of crop insurance and consider it on nothing more or less than an experi- 
mental program. 

Mr. Lynn. The statement you have made is what we are saying. 

Mr. Hixiu. I think we have a better bill. It is up to this committee 
and the House Remember when we go to the floor of the House. 
we always have a battle with the farm program 

Mr. ANprRESEN. Will the gentleman yield? 

Mr. Hiuu. Yes, 1 am through. 

Mr. ANpRESEN. Mr. Laidlaw, may | ask you to have your counsel 
and staff consider this legislation a little further to see whether or not 
it decreases the coverage or increases the coverage? 

Mr. Laiptaw. Yes, Mr. Chairman 

Mr. ANDRESEN. You can have either yourself or the attorney for 
the Corporation and one of your assistants who is very familiar with it, 
come up here again before we consider the bill in. executive session 

Mr. Laiptaw. You mean whether it increases the number of coun- 
ties, the overall areas, and not the crops? 

Mr. ANDRESEN. As against existing law. 

Mr. Hiri. He means all the program 

Mr. ANDRESEN. The committee will stand adjourned, subject to 
the call of the Chair. 

(Whereupon, at 12:15 p.m. the committee adjourned, subject to the 
call of the Chair.) 


Xx 





